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Attractive folders on 
this Regulator will 
be furnished free, for 
your trade. Write for 
catalog and price list 
on Barber Burner 
Units for Gas Ap- 
pliances, Conversion 
Burners for Furnaces 
and Boilers, and Reg- 
ulators. 


Certified by A. 
G. Test- 
ing Laboratory. 
Sizes 4" up. 


@ Barber has been building high quality regulators for many years. Of thor- 
oughly tested design and construction, they are made with extra substantial 
bodies, brass operating parts, phosphor-bronze springs, and special non-de- 
teriorating diaphragms. Every Barber Regulator is a precision device, respon- 
sive to 3/10 pressure drop, and will give continuous, satisfactory service on 
any type of gas fuel (when ordering regulators please specify type of gas). 
Barber’s 30-year record of reliability protects your reputation, and reduces 
customer complaints and service calls. Why not standardize on Barber 
Regulators? 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 
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NORWALK Products are Stocked 
at 12 Factory Branches 


@ San Francisco © Pittsburgh 


© Los Angeles © Washington 


@ Minneapolis ® Philadelphia 





e Chicago @ New York 
© Detroit © Albany 
e Cleveland © Boston 
Service Shops in Other Cities *% Factory at South Norwalk 





HEN you need some quality control equipment in a hurry, call 

on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We’ve been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 





GOVERNORS @® VALVES ¢ REGL 


GAUGES @ MERCURY | 
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O ut on Long Island the Atomic En- 
ergy Commission is building the 
first plant to make electric energy as a by- 
product of atomic fission. This is the 
Brookhaven National Laboratory, rising 
on the site of wartime Camp Upton, By 
the end of the year this world’s first 
atomic power plant is scheduled to be 
running. 


But Sydney B. Self, writing in The 
Wall Street Journal, points out that it 
will probably also rank as the world’s 
least economic power plant. This is be- 
cause of the enormous expenditures 
which must go into complicated devices 
to handle and utilize reacting uranium. 
Such is probably the principal reason why 
the electric power industry is not wor- 
ried about any revolutionary changes in 
the ordinary method of generating elec- 
tric power during the next ten to twenty 
years, according to Mr. Self. 


Electrical World was even more con- 
servative, in a recent editorial comment 
that “it is going to be a quarter of a cen- 
tury before atomic electric energy can 
do any more than supplement conven- 
tional sources.” Somewhat more debata- 
ble, perhaps, is the World's flat statement 
that “this estimate has become standard, 
recently.” 


But the trouble with thinking of peace- 
time application of atomic developments 
in terms of simply providing a new way 
of doing the same things we now do, is 
that the future may not turn out that wav 
at all. A war or some other national emer- 
gency may well require us to do new and 
radically different things in new and 
radically different fashion, including not 
only the building and location of power 
plants, but the moving and relocation of 
other public utility facilities as well. 


deo smoke of the bombing of Hiro- 
shima and Nagasaki had scarcely 
cleared away when speculation arose as 
to possible defenses against atomic war- 
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CHESTER I. BARNARD 


fare. One immediate reaction was a dis- 
persal of our concentrated industry and 
population. This would take time and 
money, and naturally raises the question 
of whether, even despite such sacrifices, 
the effort would be effective. 


In this issue we are fortunate in be- 
ing able to present a level-headed analy- 
sis, in general terms, of what a whole- 
sale dispersal of industry would entail. 
It is by an experienced public utility offi- 
cial who has won national recognition by 
his appointment (effective July 1, 1948) 
to become president of the national 
Rockefeller Foundation. He is CHESTER 
I. BARNARD, until recently president of 
the New Jersey Bell Telephone Com- 
pany and now chairman of the board of 
that corporation. Mr. BARNARD also has 
functioned as an adviser to the Secretary 
of State on atomic control and has testi- 
fied before Congress on such matters, He 
was born in Malden, Massachusetts, in 
1886, and educated at Harvard Uni- 
versity. 


Mr. Barnarp began his Bell system 
career in the traditionally modest way 
with the statistical department of the 


6 








May 6, 





WICROFIL 








May 6, 1948 





Public Utilities Fortnightly 




















—_" 
- 


..and things have gone nuch smoother since } 


@ A record-systems survey by a 
Diebold Man results in profitable 
work simplification—time and 
space saved—a more efficient 
organization. In Annie's case it 
happened to be a matter of waste 
movements—and the Diebold Man 
recommended Cardineer rotary 
card file. Work actions in Annie’s 
posting operation were reduced 
from 12 to 7. Annie’s work was 
easier, she was more accurate, she 
posted more accounts in a day. 


Diebold 


RECORD-HANDLING 


.«-he found that 
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How about your record-handling? 
Why not have a Diebold Systems 
Man survey it at no cost to you. 
Diebold makes all four types of 
record equipment, so the Diebold 
Man’s recommendation is unbiased. 
He is a specialist in properly fit- 
ting equipment facilities to job 
requirements. Look up Diebold in 
your phone book or write— 
Diebold, Incorporated, 1555 Fifth 
Street, S. W., Canton 2, Ohio. 
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DIEBOLD CARDINEER 
modern rotary card file . 
eliminates waste motions 
‘ speeds additions and 
5... reduces overall 
increases produc- 
tion with greater operator 
comfort. As many as 5500 
records per unit. 





costs... 
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American Telephone and Telegraph 
Company in 1909. He became assistant 
vice president and general manager of 
Bell Telephone Company of Pennsyl- 
vania in 1922, rising to the vice presi- 
dency in 1925. He became the first presi- 
dent of New Jersey Bell Telephone Com- 
pany in 1927, from which post he retired 
early this year. 


He has been exceedingly active in 
scientific and economic organizations and 
societies, and served as technical adviser 
on telephone matters to the Federal gov- 
ernment during both world wars. He was 
appointed a member of the board of five 
consultants to the Department of State 
on the atomic energy problem in 1945. 


SPEAKING of the AEC pilot power 
plant on Long Island, operating utility 
men will be interested to note that the 
atomic plant executive of the future may 
have the most difficult “ash disposal” 
problem it is possible to conceive. It ap- 
pears that at intervals the “ash” of the 
uranium “fuel” must be removed from 
the uranium “furnace.” Although: rela- 
tively tiny in amount, this residue is 
highly radioactive and must be handled in 
awkward fashion by remote control, from 
behind thick concrete barriers. After 
that, what happens ? 


PRESENT plans call for storing it un- 
derground until it “cools off.” It cannot 
be dumped in the surrounding waters of 
the Atlantic ocean or the Long Island 
sound, nor even left on the surface of the 
ground, as an ordinary ash heap. It must 
be buried deep enough and securely 
enough to prevent contamination of air, 
water, or land by the deadly rays. For- 
tunately, most of the ingredients will lose 
their radioactivity fairly soon. Maybe 
after that the “ashes” can be dumped into 
the sea. But the scientists are not too sure 


about that. 
ae * k 


NOTHER utility executive who is a 
A contributor to this issue is SUTHER- 
LAND Dows, president of the Iowa Elec- 
tric Light & Power Company, whose ac- 
count of his company’s experience in co- 


Operating with REA co-ops ka, on 


page 604. He was born in Cedar ids, 
Iowa, in 1891, graduated from Yale 


MAY 6, 1948 


(PhB, ’13), and thereafter entered em- 
ployment of the Iowa Electric Light & 
Power Company, becoming purchasing 
agent in 1916, general manager in 1919, 
vice president in 1926, executive vice 
president in 1932, and president since 
1941. 
* * * * 
eae this year there was published 
in the ForRTNIGHTLY an article on 
the lower basin state controversy over 
the distribution of waters from the Colo- 
rado river. This was written more or less 
from the California point of view and 
naturally it attracted the attention of 
some of our readers in Arizona. So just 
by way of evening up our presentation 
we asked Ben Avery, Phoenix, Arizona, 
newspaperman, to give us another article 
dealing with this subject—this time from 
the Arizona point of view. 
ok ca ok x 


Be KNOLLys, whose article on the 
British public corporation begins 
on page 615, is former chairman of the 
British Overseas Airways Corporation, 
and son of the first Viscount Knollys. 
Born in 1895 and educated at Harrow 
and New College, Oxford, Lorp 
KNOLLYS, KCMG, MBE, DFC, now makes 
his home at “Bingles,” Lye Green, 
Withyam, Sussex. 
ok ok * * 
MONG the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


THE Maine commission believes that 
profits on sales of merchandise and job- 
bing should bear the cost of adjusting, re- 
pairing, and servicing gas appliances, and 
such cost should not be deemed an oper- 
ating expense to be borne by customers 
generally. (See page 145.) 


THE Illinois commission, in fixing tele- 
phone rates, considers demands of in- 
vestors for higher interest and dividends 
than in the past. (See page 149.) 


THE next number of this magazine 
will be out May 20th. 


+ 
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OR 40 YEARS . . . Remington Rand has been THE source of major FIRST Die-ser Punch 
punched-card developments. That’s why our anniversary line of 





punched-card accounting machines is the finest available anywhere today. 

For example: the new Alphabetical Tabulator and Summary Punch 
shown above. It’s the only punched-card accounting machine that prints 
letters and numbers anywhere on a report—a hundred on each line if 


desired — at a hundred lines a minute. And it punches summaries of 


your business figures into tabulating cards . . . at the same speed... 


the instant they’re printed on your reports. 
It’s typical of Remington Rand pacemaking .. . pacemaking that, 
in the past 40 years, has contributed these and many other punched- 





card advances: 


© FIRST Instantaneous Summary Punch 

© FIRST Synchro-Matic Punch and Bookkeeping Machine 
© FIRST Reproducing Punch 

© FIRST 90-column tabulating card 

© FIRST Alphabetical Interpreter 

@ FIRST Automatic Carriage 

© FIRST Interfiling Reproducing Punch 


And, with 40 years of outstanding progress behind us . « . with the 
greatest production and research program in our history now in full 
swing—Remington Rand offers assurance of continuing leadership. 
We'll gladly send full information about punched cards as applied 
to your type of business, to your particular problems. Just write 
Tabulating Machines Division, 315 Fourth Avenue, New York 10, N.Y. 


Reminglon Rend 
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NEW MIDDLE SOUTH THREE-STATE AREA 
PROMOTION 


There is a growing sentiment among utility company officials 
that there is much long-range wisdom in originating and co- 
Sperating with the promotion of local enterprise. Recently the 
curtain went up on a substantial campaign by major utilities in 
three southern states—Arkansas, Louisiana, and Mississippi— 
to carry on just such a program. Betty Lee Gough, New Orleans 
author of business articles, covered this dedication ceremony 
and gives us an account of its import. 


GERMAN COMMUNICATIONS UNDER 
QUADRIPARTITE GOVERNMENT 


From the authoritative pen of Eugene H. Merrill, chief, com- 
munications group, Office of Military Government for Germany 
(U. S.), we have been able to get an on-the-spot account of 
how American occupation authorities have rehabilitated the 
German communications systems in Berlin and elsewhere. The 
recent difficulties with the Soviet government over the control 
of Berlin gives an especially timely interest to this discussion. 


A SYMPOSIUM ON MICROFILMING REGULATORY 
RECORDS 


The idea of filing multitudinous detailed records of utility 
operations on microfilm is hardly new. But it may interest if not 
surprise our readers to know that there are special regulatory 
aspects of such a movement. Gerald M. Whitright of the FORT- 
NIGHTLY staff has excerpted and collated significant passages 
from a symposium of reviews of qualified authors presented 
under the forum of the Federal Communications Commission. 


THE NORTHWEST LINE PATROL TAKES TO THE AIR 


It may seem like a long jump from snowshoes to regular 
patrolling by airplane, but the sentinels of public service, whose 
duty it is to keep the lines in operation over the snow-capped 
hills of the Far Northwest, have taken such a transition in stride. 
Kimball |. Jack, publicity director of the Washington Water 
Power Company, Spokane, tells us about this modern innovation 
in a routine but important function of utility service protection. 








A / SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, review, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, employees, investors, and others. 
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Put it Out with GRINNELL MULSIFYRE 


When such a seemingly unimportant item as a 
bushing failed —a transformer in an impor- 
tant sub-station was enveloped in blazing oil. 
Hose streams were inadequate to cope with 
the situation. Damage amounted to thousands 
of dollars before the fire was controlled. 
Time and again it has been proved that the 
unusual nature of oil fires in transformers and 
other electrical equipment calls for more than 
old-fashioned fire-fighting methods. It requires 
the positive protection of a Grinnell Mulsifyre 
System — engineered to kill such fires fast. ‘ 
Grinnell Mulsifyre Systems have gained wide 
acceptance on a proved effective principle— in 
which blazing 
oil is emulsified 
with a driving 
spray of water. 
The oil is turned 
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into a liquid which is incapable of burning — 
the fire is extinguished in a few seconds-reigni- 
tion is prevented. 

There is absolutely no conductivity along the 
discharge of a Mulsifyre projector when spray 
strikes conductors carrying high voltages. Mul- 
sifyre Systems are permanently installed — are 
constantly on guard when operated automati- 
cally - or may be operated manually. 


Recommended by Underwriters’ Laboratories 
for use in extinguishing fires in flammable oils 
immiscible in water, wherever such oil is a fire 
hazard—in transformers and other oil-filled 
electrical equipment. 

Don’t wait for fire to strike. Provide this 
24-hour-a-day protection for your equipment 
from now on. Grinnell engineers will help you 
plan protection for your specific needs. 


GRINNELL ‘C) COMPANY 


Executive Offices: Providence 1, R. I. 
Branch warehouses in Principal Cities 


(Manufacturers Service Agreement) 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 





WALTER C. PLOESER 
U. S. Representative from 
Missouri. 


Dona.p R. RIcHBERG 
Partner, Davies, Richberg, Beebe, 
Busick & Richardson. 


Eart O. SHREVE 
President, United States Chamber 
of Commerce. 


James J. O’Leary 
Director of research, Committee 
on Public Debt Policy. 


Joun H. Van DeEvENTER 
Director of information, Committee 
for Economic Development. 


C. H. Moses 
President, Arkansas Power & 
Light Company. 


CHARLES SEYMOUR 
President, Yale University. 


EpiToriAL STATEMENT 
Chicago Journal of Commerce. 


W. RanboLpH BurcEss 
Vice chairman, National City 
Bank of New York. 
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“A bankrupt or dead business pays no taxes.” 


* 


“Communism thrives in dark places as well as in dark 
minds.” 


> 


“Competition . . . is the live steam which makes the 
wheels of the American enterprise system turn.” 


a 


“ .. the great mass of Federal taxation weighs heavily 
on the incentive to save in our peacetime economy.” 


* 


“There is no simple remedy for moderating the swings 
of the business cycle. It is affected by many factors.” 


> 


“If Congress believes the government should take over 
the power business it should pass a law to that effect and 
buy out the present companies at a fair price.” 


> 


“You cannot legislate a spirit of tolerance through an 
antidiscrimination bill any better than you could legislate 
sobriety through a constitutional amendment.” 


+ 


“When the history of Mr. Lewis’ thirty years’ war with 
the coal operators is finally written—with all its attendant 
miseries for the American people—our descendants will 
wonder what sort of people we are to permit one arrogant 
man to lead a nation by the nose.” 


> 


“Economists for years have been talking about the 
merits of heavy government expenditures in depression 
years and cutting down such activities in boom periods. 
Yet here we are, with the largest peacetime budget in 
history at a time of boom when under the rules the budget 
should be curtaijed. [Politically] we are practicing ostrich 
economics.” 


i2 





a 





~~ of we ete rh URC) kee ee 6h 


_3- 











May 6, 1948 Public Utilities Fortnightly 











For dependable power and performance 


you can always trust EXIDE BATTERIES 








In central stations and sub-stations 
throughout the country thousands of 
Exide Batteries are ready to respond 
instantly to every power demand. They 
are being used for control bus and 
switchgear operation, emergency light- 
ing, many other storage battery tasks. 
Whatever the job, you can always 
trust Exide Batteries for peak perform- 
ance and maximum battery economy. 


Exide Batteries have earned the 
confidence of engineers everywhere. 
Their widespread use is proof of their 


dependability, long life and ease of 
maintenance. 


Whatever your storage battery 
problems may be, Exide engineers will 
be glad to help you solve them. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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Ho.LcoMBE PARKES 
Vice president, National 
Association of Manufacturers. 


Roy A. Hunt’ 
President, Aluminum Company of 
America. 


CoLe CooLipcz 
Assistant director, chemical depart- 
ment, E. I. du Pont de Nemours & 
Company. 


Wisur J. Brons 
Columnist. 


M. J. Bonn 
Writing in American Affairs. 


RaLtpH HENDERSHOT 
Financial editor, New York 
W orld-Telegram. 


EprrortAL STATEMENT 
The Wall Street Journal. 


Excerpt from Republic Steel 
Corporation advertisement. 


EpiTroriAL STATEMENT 
The Nation. 
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“Every objective survey that has been made in recent 
years proves conclusively that no good presentation of 
the truth, whatever form the presentation may take, ever 
hurt an industry, a company, or a spokesman.” 


* 


“There will always be room for, and a need for, new 
ideas. Despite our highly complex mode of modern living, 
many things remain to be done for the betterment of man- 
kind—there are countless rainbows to be finished.” 


ie . 
“Research is now referred to as the main reconnaissance 
staff of industry. It must keep years ahead of the forces 


of production so that these forces will always be directed 
and pushed toward a still higher standard of living.” 


> 


“ ,. . the plain, unvarnished truth is that we can no 
longer gamble upon our ability to indulge in ‘social gains’ 
based on Federal largess while continuing simultaneously 
to spend upward of $25 billion a year for national defense.” 


> 


“It would be a great pity were the Socialist Labor party 
to be released from power and responsibility before a 
majority of its followers has learnt the lesson that leisure 
is the result of plenty and plenty is the result of work.” 


> 


“Dividends, it should be appreciated, are the payments 
stockholders receive as wages or rentals for the use of 
their money in business. They are as necessary to the 
satisfactory conduct of business as wages to employees 
or rental for property.” 


» 


“The first step in correcting inflation must be to cease 
increasing the supply of money. Unless that step is taken 
no other measures which anyone has proposed will be 
effectual ; each and every one of them will be pushed aside 
and trampled under the feet of dollars chasing goods.” 


. 


“A capitalist, says Webster, is ‘one who has capital 
for investment.’ A stockholder is ‘one who is a holder or 
proprietor of stocks,’ What the dictionary doesn’t tell 
you is that, in our present-day America, practically every- 
body is a capitalist and millions of us are stockholders.” 


* 


“No one believes revolution is imminent in either 
France or Italy. The danger is that Communist efforts 
to discredit the existing governments—an easy enough 
job, under the circumstances—may open the way for 
all-out reaction, especially since their bitter attacks on the 
Socialists have made collaboration among the parties of 
the left practically impossible.” 
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Imagine doing an analysis job 
with not 6... but 300 hands! 


Tats what happens in our Bill Fre- worth looking into. The charge is but a 

quency Analyzer which is one of the small fraction of a cent per item. 

most remarkable machines you ever saw. Gab of the Quite 

It is an electro-mechanical device with 300 recta 7 

registers which automatically classify and Read the FREE booklet, “The One-Step 

accumulate—all in one step! Method of Bill Analysis,” which will give 

you further details. Send for it now! 

150,000 to 200,000 


This mechanical marvel is exclusive with 
us and of especial interest to you for the 
speed and ease with which the machines 
compile bill analyses. 

















Operated by our trained personnel, these 
machines can analyze between 150,000 and 
200,000 bills in one day! And no clerical 
work is required in your office. 





The cost for this unusual service is also 


RECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, - NEW YORK 5, N. Y. 
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AVON 
POWER PLANT 


THE CLEVELAND ELECTRIC ILLUMINATING CO. 



























The C-E Unit illustrated here is one of two such units now 
on order for the Avon Power Plant of The Cleveland Elec- 
tric Iluminating Company at Avon Lake, Ohio. These units 
are each designed to produce, at maximum continuous 
capacity, 850,000 lb of steam per hr at 890 psi and a total 
temperature of 950 F. 

They are of the 3-drum type with 3-stage superheaters and 
separate finned-tube economizer immediately following the 
boiler surface. Regenerative air heaters follow the 
economizer. 

The furnaces are completely water-cooled, using both 
closely spaced plain tubes and finned tubes as required. 
They are of the basket bottom type, discharging to sluicing 
ash hoppers. The units are pulverized coal fired, employing 
C-E Raymond Bowl Mills and C-E Vertically-adjustable, 
Tangential Burners. These burners in combination with 
Montaup-type bypass dampers assure accurate control of 
superheat temperatures. B-209A 


COMBU See O N 
ENGINEERIN G 


200 MADISON AVE. + NEW YORK 16, N 






C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FUR- 
NACES, PULVERIZED FUEL SYSTEMS AND STOKERS; 
ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Can you answer these im 


How many of your 

employees are buying 
U.S. Security Bonds regularly via 
the Payroll Savings Plan? (35% 
to 50% of employees buy Secu- 
rity Bonds on the Payroll Savings 
Plan in those companies in which 
top management backs the Plan.) 


@ How does their average holding 
compare with the national average? 
(The national average among 
P.S.P. participants is $1200 per 
family.) 

@ Why is it vital that you get be- 
hind the Payroll Savings Plan? 
Every Security Bond dollar 
that is built up in the Treasury is 
used to retire a dollar of the na- 
tional debt that is potentially 
inflationary. Moreover, every 
Security Bond held by anyone 
means fewer dollars go to market 


portant questions ? 


to bid up prices on scarce goods. 
@ What direct benefits are there for 
your company? In 19,000 indus- 
trial concerns operating Payroll 
Savings, employees are more con- 
tented. Worker production has 
increased, absenteeism has de- 
creased—even accidents have 
been fewer! 

Security Bonds at maturity 
pay $4 for every $3 invested. 
@ What do you have to do? The 
Treasury has prepared a kit of 
material for you to distribute 
among key men in your company. 
This is your part in the all-out 
campaign—starting April 15— 
for America’s economic security. 
Use your kit! 

For help, call your Treasury 
Department’s State Director, 
Savings Bonds Division. 


The Treasury Department acknowledges with appreciation the publication of this message by 
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Treasury Department and the Advertising Council. 


& This is an official U. S. Treasury Advertisement prepared under the auspices of the 
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MODERN STEAM GENERATORS 


forme new Springfield unit is a typical example of the mod- 
ern, economical designs Springfield is building for generat- 
ing plant service in locations extending throughout the country. 
Springfield’s engineering experience covers a complete range of 
capacities, pressures, and temperatures. This particular unit is 
designed to produce 40,000 Ibs. of steam per hour at 425 p.s.i. 
and 750°F, steam temperature at superheater outlet. The heat- 
ing surfaces in boiler, waterwalls, superheater, and economizer 
are proportioned to maintain highest possible efficiency over a 
wide load range with natural gas firing. 

Springfield service includes design, fabrication and erection 
of units complete with firing, draft, and control equipment— 
all taken under a “Single Responsibility” contract. For infor- 
mation, see your nearest Springfield representative or write: 
SPRINGFIELD BOILER CO., 1960 E. Capitol Ave., Spring- 
field, Illinois. 














* WORLDWIDE 

= SALES AND SERVICE 
4 NEW YORK © PHILADELPHIA 
Be CHICAGO @ SAN FRANCISCO 
MS WASHINGTON, D.C. © DETROIT 
¥% ST. LOUIS © CINCINNATI 
by SALEM, MASS. © HOUSTON 


MEXICO, D.F. @ BUENOS AIRES 
Export: READING, PA. 


TAIT 
| 


SPRINGFIELD BOILER CO. 


1960 E. Capitol Ave. 
Springfield, Illinois 
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MERCOID AUTOMATIC CONTROLS HAVE 
WHAT EXPERIENCED ENGINEERS WANT 


1. ASSURE POSITIVE SAFETY—the prime purpose of a control. 


2. BUILT FOR YEARS OF DEPENDABLE PERFORMANCE—an economical feature. * 


3. SIMPLIFIED FOR EASE OF INSTALLATION—appreciated by the trade. 

4. CONVENIENT FACILITIES FOR MAKING UNDERSTANDABLE ADJUST- 
MENTS - no time /ost in calculating or guesswork. 

5. THE ONLY 100% MERCURY SWITCH EQUIPPED CONTROL LINE—a// “makes” 


and ‘‘breaks”’ in the electrical circuit are hermetically sealed, therefore immune to dust, . 


dirt corrosion, open arcing, pitting, or sticking of contacts—common causes of contact 
trouble. Mercoid switches provide an electrical contact that will give millions of perfect 
operations over a long period of time. 


If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 


Catalog sent upon request 


ceereeeeeeeaettee 


THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILLINO! 
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topped the bill 
with a FLOP! 


,/ 


(Case History #117) - 
Every WEEK, four or five employees staged _ 
a flopping act on this company’s slippery — 
waxed floors . . . and sent accident costs-  ~ 
to the top of the overhead bill. Yet man- 
agement couldn’t stop the show, despite ~< 
try-outs of every known floor wax. 


“Must the show go on?” Ir looked that way . 
until they learned otherwise from the informative 
Legge booklet: How floors can be both polished and 
safe—and how to write “finis” to accidents. 


FREE! THIS BOOK TELLS HOW TO KEEP 
FALLS OFF YOUR PROGRAM 


Polished floors don’t have to be slippery. Yet years . . . and 
many accidents . . . often go by while maintenance staffs try 
one wax after another. 

How the Legge System ends this hunt is told in “Mr. Higby 
Learned About Floor Safety the Hard Way.” It shows how 
Legge answers floor problems with a program engineered to 

your needs; how this service 
slashes accidents up to 95 % for 
leading users; how you get safe 
polished floors, yet cut costs up 
to 82%. 


Signed 
WALTER G. LEGGE COMPANY, INC. — 


New York * Boston © St.lovis + Chicago « ° 
los Angeles * Woshington,D.C. * Denver + Born . 


Happy ending. Legge floor technicians developed a 
program that gave polished, Non-Slip floors. Only 
three employees have slipped in five years since. And 
it was “curtains” for accident costs! 


A10-minute read- 
ing of this book may 
show you how to save 
much. So send for it, 
without obligation. 
Clip the coupon to 
your letterhead and 


WALTER G. LEGGE CO., INC 
11 West 42nd St, New York 18,.N.¥. 1 
360 N. Michigan Ave., Chicogo 1, Ill. J 
Gentlemen: 1 
Please send me your free book, “Mr 
Higby Leorned About Floor Sofety the ! 
Herd Woy.” ! 








Type of Floor 





* Cleveland 


i 
I 
1 
} 
peso * Detroit Aree 99. ft. S 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 





















Y “SPECIALIZED” banking services we 
mean simply this. Irving Trust has a separ- 
ate Public Utilities Department. It is staffed with 
men whose practical experience qualifies them for 
service to the utility industry. 1 
The sole function of this department is to help | 
utilities with their particular financial problems 
and assist them in formulating their programs. 
Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 1) 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this Department. 
Prominent in the top management of utility com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of the industry. 


" 
\ 1 tmusT 
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NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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LING | 
| kes FOR HEAVY HAULING | 
What it Take — 


When you buy a GMC for heavy hauling you get a 
truck that’s heavy duty and all truck. GMC heavy 
duties have big, brawny frames with wide, thick- 
leaved springs to match. They have big, husky 
axles and transmissions that combine to provide as 
many as 15 forward speeds ... brakes up to 21 
inches diameter... heavy disc clutches. Engines are 
powerful valve-in-heads ... with extra heavy Tocco- 
hardened crankshafts and many other durability fea- 
tures. Yes, GMC heavy duties have “what it takes” 


.. and many are now available for quick delivery. 
GMC TRUCK & COACH DIVISION * GENERAL MOTORS CORPORATION 


THE TRUCK OF VALUE 
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PRESSURE VESSELS 


Two 38-1/2 foot vacuum tank casings after completion of fitting 
and welding. Seventy of these tanks with an outside diameter of 
9 feet 11 inches were part of recent pressure vessel production at 
Newport News. 


Complete facilities available for construction of large pressure 
vessels. 


Large Valves 


Castings Forgings 


NEWPORT NEWS SHIPBUILDING ann DRY DOCK COMPANY 
NEWPORT NEWS, VIRGINIA 
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Atilities Almanack 








e May . 





{ Southeastern Electric Exchange, Engineering and Operating Section, begins 
conference, Tampa, Fla., 1948. 





Midwest Power Conference begins, Chicago, Ili., 1948. 
American Water Works Association ends conference, Atlantic City, N. J., 1948. 





New York-New Jersey Regional Gas Sales conference will be held, Rye, N. Y., 
May 24, 25, 1948. ~ 4 @ 





Public Utilities Advertising Association will hold annual meeting, Cleveland, Ohio, 
May 27, 28, 1948. 





Northwest Electric Li Sess nat Power Association, Business Development Section, begins 
meeting, Victoria, B 





Saatvons Club of Philadelphia begins Engineering Progress Show, Philadelphia, 
a., 





American Water Works Association, Pacific Northwest Section, begins meeting, Boise, 
Idaho, 1948. 





pete Independent Telephone Association begins annual convention, Pittsburgh, 
a. 





New Jersey Utilities Association begins one-day spring meeting, Seaview, N. J., 1948. 





Southeastern School Lighting Institute ends one-month exhibit, St. Petersburg, 5) 
Fila., 1948. 





American Society of Refrigerating Engineers will hold spring meeting, Swampscott, 
Mass., May 31-June 2, 1948. 








b | a Public Power Association begins annual convention, Colorado Springs, Colo., 








{ Pennsylvania Gas Association begins annual meeting, Wernersville, Pa., 1948. 


- 














| Kansas Telephone Association begins annual convention, Topeka, Kan., 1948. 
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FORTNIGHTLY 


Vor. XLI, No. 10 


Decentralization—Def ense 


Against ‘¢ Atomization”? 


There is a certain danger that some groups of our population, even 
including people in the utility business, will be tempted to consider 


favorably one proposed elaborate defense a 


ainst the possible use of 


the atom bomb if war should come again, r is defense is decentraliza- 
tion of our population and industrial plants. 


By CHESTER I. BARNARD* 
CHAIRMAN OF THE BOARD, NEW JERSEY BELL TELEPHONE COMPANY 


alert to the dangers of loose 

thinking about defenses against 
the atom bomb. They are familiar with 
the practical need for planning five, 
ten, to several decades in the future be- 
cause shifts in population, in habits, in 
scientific development are the very 
basis of changes in demand for elec- 
tric power, telephone facilities, and 


———- 


*Mr. Barnard has been designated president 
of the Rockefeller Foundation, effective July 
Ist. For additional personal note, see “Pages 
with the Editors.” 


| kar. executives are generally 
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other utility services. To make such 
changes requires years of study fol- 
lowed by a long period of construction 
of huge plants and distribution systems. 

One proposed defense against the 
possible future use of the atom bomb ° 
looks fairly logical on its face. It is de- 
centralization of population and indus- 
trial plants; spreading all national ac- 
tivity thinly throughout the nation so 
that no group of several bombs could 
destroy our economy, Some writers 
even suggest that most of our indus- 
trial plants be not only spread but sub- 
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merged beneath the surface of the 
ground. 


Decentralization 


HE concentration of our popula- 

tion and our industries in large 
cities and in vast manu facturing plants 
is the condition of maximum vulner- 
ability not only to atom bombs but to 
other types of bombs as well. The di- 
rect reduction of that dangerous con- 
dition calls for the dispersion of both 
our industrial plants and our popula- 
tion. If that were to be done quickly— 
say in ten or twenty years—the cost 
would be so great as to reduce our 
standard of living to an extremely low 
level, and even the beginning of an at- 
tempt to do so would so affect the struc- 
ture of urban real estate values as well 
as those of industrial plants as to shat- 
ter the entire economy of the country. 
It doesn’t take much imagination to 
visualize the chaos which would result. 
Let us see what would happen to the 
American Telephone and Telegraph 
Company (AT&T) for instance. The 
parent company alone owns about 
$4 billion in plant and equipment. 
By the very nature of its business and 
the concentrations of population in the 
country, much of this plant represents 
huge investments in large metropolitan 
centers. If these large centers were re- 
duced in size by as much as one-third 
or one-half, it is easy to see that the 
Bell system could not continue to exist 
as such. The earning power of existing 
plant would be reduced so greatly that 
dividends and even bond interest could 
not be met. This is not all, because an 
entirely new system would have to be 
built and financed to service the new 
dispersed population. and industry. 
The AT&T alone has more than 700,- 
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000 stockholders. As we begin to ex- 
amine the extent of such decentraliza- 
tion of a few large industries upon the 
incomes of individuals, banks, insur- 
ance companies, educational institu- 
tions, it can be seen that the idea falls 
practically of its own lack of weight. 
As the dispersion increases, the whole 
system blows away. 


ie would not be necessary to go to 
the Library of Congress or even pick 
up The World Almanac or Statisti- 
cal Abstract to visualize the results of 
breaking up the big cities and the large 
industries. All large city governments 
would be broken up, automatically, in 
a short time because of decreases in 
the value of real estate. Here again the 
effect on the financial stability of the 
nation would be catastrophic. 

The drastic destruction of the values 
of both residential and other properties 
and the extreme opposition to the 
forced dispersion of populations all 
seem impossible of accomplishment 
except under a scheme of regimenta- 
tion that would be nothing less than 
totalitarian government. Before such 
a redistribution of our industrial re- 
sources could be accomplished, and 
even after that, we should be subjected 
to a life of perennial fear ; and the bur- 
dens of constant preparations for de- 
fense on a scale Of which we have no 
experience in this country in peace- 
times would be our perpetual lot. 


Fear of Destruction 
HE perennial fear of impending 
destruction is probably more dead- 
ly to our civilization than even the im- 
mense burden of taxation which con- 
stant preparation for defense against 
atomic warfare would impose. The 
British having a more concentrated 
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urban civilization than we, and having 
already experienced the immense dam- 
age of aerial bombing, are more real- 
istic about this aspect of atomic arma- 
ment than we are likely to be. A quota- 
tion from a recent report on “The Era 
of Atomic Power,” by a commission 
appointed by the British Council of 
Churches, illustrates this point: 

“It is not easy,” states the report, 
“to contemplate the nature of our lives 
if the political attempts to find methods 
of international control prove fruitless, 
and thus a state of tension were to arise 
comparable to that which existed in the 
years before the war which has just 
ended. But we can turn our minds back 
to the years between 1935 and 1939 and 
consider what they would have been 
like if the atomic bomb had already 
been invented. Even then, with a far 
less probable prospect of less complete 
destruction and disorganization, it was 
clear that European civilization could 
not long endure the uncertainty created 
by the constant danger of war. The 
mere discovery of the atomic bomb it- 
self, even if it is never used, might well 
create such strains in our society as to 
destroy it. If human experience counts 
for anything we can only conclude that 
in such a state of insecurity most men 
and women would be forced back into a 
life that accepted impermanence as 
something inevitable, and would live 


e 


only for the present. No more power- 
ful solvent of any society can be im- 
agined than the general acceptance of 
this view. It would be blindness to ig- 
nore the presence already in the minds 
of many young men and women of a 
feeling in some ways akin to such 
despair, a belief that for them political 
action is futile, for they are helpless 
in the grip of forces quite beyond their 
control.” 


S° much has been published about 
the destructiveness of a single 
atomic bomb that it should be unneces- 
sary to say much more about it. The 
bomb’s blasting power is enormous, 
many times that of the largest bombs 
heretofore made. Terrible as this is, its 
auxiliary effect in burning people and 
materials that are inflammable and its 
radiation effects seem to be even more 
terrible. It is these which most clearly 
distinguish the atomic bomb from 
other explosive agents. This is enough 
to justify the fears of its use in war- 
fare ; but it is not the whole story. The 
atomic bomb is a new thing and it 
would be very strange indeed if, un- 
like most other new things, it were not 
susceptible of great improvement and 
development. We ought to have con- 
stantly in mind that powerful as it is 
today, either we or someone else may 
find a means of developing a bomb far 


the atom bomb looks fairly logical on its face. It is decen- 


q “ONE proposed defense against the possible future use of 


tralization of population and industrial plants ; spreading all 
national activity thinly throughout the nation so that no 
group of several bombs could destroy our economy. Some 
writers even suggest that most of our industrial plants be 
not only spread but submerged beneath the surface of the 
ground.” 
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more devastating than our imagina- 
tions can envisage. Indeed, some scien- 
tists believe it possible to make a bomb 
equivalent to 2,000,000 tons of TNT. 

The atomic bomb is not a weapon 
of defense but of offense. It lends it- 
self especially to the blitzkrieg sudden 
attack such as the Japanese used at 
Pearl Harbor. This is the more terrible 
because even if there were substantial 
means of defense against such bombs, 
the organization of defense against 
their surprise use would be extraor- 
dinarily difficult. Although it is quite 
true that a large-scale surprise attack 
might not be sufficient to conquer a 
country, the possibilities of destroying 
the centers of population and of pro- 
duction and of complete disruption of 
communications are such that a mass 
surprise attack with atomic bombs 
would constitute at best a catastrophe 
to any country subjected to it. 


_ we contemplate these possi- 
bilities and the almost absolute 


certainty that atomic bombs will be 
used in the next war, and the high pos- 
sibility that other nations will have the 
bomb at least after not many years, it 
seems that everything that we do for 
the future, for our children and their 
children, is almost pointless in the face 
of the calamity so close to us. Because 
there is so little that you and I person- 
ally can do about it, we almost inevi- 
tably put this great danger aside or 
minimize it as much as we can. 

But the atomic bomb is not the only 
means of mass destruction in war. 
There were about 185,000 casualties 
of the first American bomber attack on 
Tokyo, chiefly from incendiary bombs. 
It probably makes little difference to 
the individual whether he dies from 


burns from a petroleum bomb or from 
fires set with it or from burns or radia- 
tion from an-atomic bomb. Without 
any new inventions whatever, most of 
the horrors of atomic bombs can, in 
practical effect, be accomplished by the 
other means such as rocket bombs, 
which were already in use before Hiro- 
shima. All these other means are them- 
selves susceptible of further develop- 
ment, as you well know; but in addi- 
tion to these there are the possibilities 
of chemical and biological warfare 
which may be more terrible and devas- 
tating than all the atomic bombs that 
could be effectively used. Thus, in prac- 
tical effect international control of the 
atomic bomb is not sufficient to vouch- 
safe the preservation of the kind of 
civilization we are accustomed to or the 
better civilization we hope to achieve. 


Possibility of International Control 


Nt: significance of the efforts to 
find a workable plan for the inter- 
national control of the materials of 
atomic energy and of outlawing atomic 
bombs lies not in the fact that it is the 
worst or the only means of mass de- 
struction but in the fact that, of all 
those means, it is probably the easiest 
to subject to international control. If 
such control could be achieved with 
respect to atomic bombs, there is some 
prospect that the means of doing so 
could be expanded or adapted to the 
control of other means of mass destruc- 
tion. The control of bombs is not the 
end but only the beginning. One must 
remember that control of chemical or 
biological means of warfare would be 
far more difficult and that if control of 
the bomb is not feasible, there is little 
hope of any control being established. 

The reason for this is that to make 
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Power of Atomic Bomb 


6¢ HE [atomic] bomb’s blasting power is enormous, many times 
that of the largest bombs heretofore made. Terrible as this is, its 
auxiliary effect in burning people and materials that are inflammable and 
its radiation effects seem to be even more terrible. It is these which most 
clearly distinguish the atomic bomb from other explosive agents.” 





atomic bombs requires the use of im- 
mense amounts of material before the 
minute quantities of the explosive 
isotopes of uranium can be extracted. 
To accomplish this extraction or to 
manufacture plutonium in substantial 
quantities requires immense plants. 
Even though with further engineering 
their size could conceivably be much 
reduced below those which were first 
constructed at Oak Ridge and Han- 
ford, it seems probable that large-scale 
plants would always be needed. More- 
over, enormous amounts of power are 
required to operate such plants, Final- 
ly, the intense radiations of alpha, beta, 
and gamma rays and neutrons are not 
only readily detectable by appropriate 
instruments under many conditions 
but require the most elaborate protec- 
tive construction and precautions. 
Compared with the manufacture of 
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most items of armament or of chemi- 
cals or biological means of warfare, 
these characteristics of the production 
of chain reacting isotopes and plutoni- 
um are relatively easy to detect by in- 
spection and by associated accounting 
for the use of certain materials and of 
power. 


iS tric elements of the plan for the 
international control of the pro- 
duction of atomic energy, prepared by 
the State Department’s board of con- 
sultants and adopted by the administra- 
tion and Mr. Baruch as a basis for the 
negotiations in the Atomic Energy 
Commission of the United Nations, 
comprise the following features : First, 
it provides that an international author- 
ity must have the right to control the 
raw materials, uranium and thorium— 
the only ones as yet usable in produc- 
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ing chain reacting atomic isotopes. 
Second, it provides for the United Na- 
tions’ ownership and operation of all 
plants producing explosive materials or 
materials susceptible of being used to 
produce atomic explosives. It provides 
in principle for the location of such 
plants in such a way that no nation 
electing to seize one of them would 
thereby acquire an advantage over 
other nations. 


HE plan also provides for control 

by license and by other means of 
the national and private use of nondan- 
gerous fissionable materials and of 
small production facilities not large 
enough to permit the accumulation of 
dangerous quantities of materials. It 
provides that the organization having 
control shall continue research in the de- 
velopment and use of atomic energy 
materials not only for the purpose of 
enhancing their usefulness for peaceful 
purposes but also so that the interna- 
tional organization can always be in a 
position of superior knowledge in this 
field, facilitating its work of effective 
inspection and control. Finally, the 
plan depends upon both the right and 
the organizational capacity of the in- 
ternational authority to inspect in any 
country in the world mining and in- 
dustrial operations in order to detect 
illicit operations with atomic energy 
materials. 

There are those who seem to believe 
that we should be able to attain the in- 
ternational control of atomic energy 
without paying for it and who think 
that particularly the United States and 
perhaps Great Britain and Canada, 
who were our partners in the develop- 
ment of the atomic bomb, should be 
able to do so without giving up any- 


thing except the right to use the atomic 
bomb. There are others who think we 
should relinquish nothing of the pre- 
ferred position we have in the immedi- 
ate present except under conditions 
that would absolutely guarantee that 
no other nation should be able to de- 
velop atomic bombs in sufficient num- 
bers to be dangerous. 


HESE attitudes appear to be quite 

unrealistic and dangerous. There 
is little possibility of establishing any 
means that would give such absolute 
guaranties, nor is there the possibility 
of achieving any plan which does not 
require us to give up something more 
than the bomb itself. We dare not re- 
linquish our present position except 
under conditions which insure the pos- 
sibility of adequate inspection and con- 
trol, and we cannot ask that of other 
nations without ourselves also submit- 
ting to the same conditions, This means 
that we and all other nations would 
have to part with a small part of that 
thing called national sovereignty to the 
extent necessary to control the bomb 
in the interests of all. Those who ob- 
ject to doing this seem to make as their 
objective that we shall win the wars in 


which we may become engaged and: 


nothing more. Let us assume that we 
shall always win our wars. It will still 
remain, it seems, that the winner in 
modern war will also lose. The destruc- 
tion which the wars of the future will 
impose on winner and loser alike is 
likely to make the question of who wins 
of little consequence. More than all, 
those who take this independent and 
isolationist position do not sufficiently 
envisage the peacetime consequences 
of failure to establish international 
control of atomic energy. 
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DECENTRALIZATION—DEFENSE AGAINST “ATOMIZATION”? 


EF unhappily, we should definitely 
discover that it is impossible to 
secure a workable international agree- 
ment for the control of atomic energy ; 
we shall begin with increasing energy 
to speculate on whether or how soon 
other nations will have the secret and 
will be engaged in the production of 
atomic explosives. It will not be long 
before we shall first fear and then be 
certain that other nations have this 
means of destruction. By that time we 
shall be certain that though there is no 
defense against the atomic bomb, it is 


at least possible for us to reduce our 
vulnerability. 

Thus, three conclusions seem war- 
ranted, First, decentralization of popu- 
lation and industry as a defense would 
be as disastrous to our economy by its 
own chain-reaction methods as the 
bomb itself would be to the people of 
the country. Second, there appears to 
be no defense against this instrument 
of warfare which other countries soon 
shall possess. Third, international con- 
trol may prove impossible, but it is the 
only hope. 





Taxes Felt by All 


¢¢ ALMost every American family has felt the pinch of 

higher taxation in greater or lesser degree. But there 
has been one social advantage in broadening the base of the 
personal income tax. It has brought home to many millions of 
people who were never in the habit of paying taxes in the past 
the painful but inescapable fact that more money in the pockets 
of government agencies means less money in the pocketbooks of 
individual citizens. It has taught, or should have taught, the 
useful lesson that bigger and more expensive government is not 
something that can be paid for by a few wealthy men or cor- 
porations. 

“The brilliant Russian historian Klyuchevsky used the 
phrase, ‘The state swelled and the people shrank,’ in describing 
the increasing power and centralization of Russian Tsarism. 
This same phrase is applicable, in a milder way, to the world- 
wide modern trend in the direction of constant expansion of 
State activities. Some of the new functions and activities of 
government agencies are doubtless useful, even essential. But 
a point that is often overlooked is that these activities must be 
paid for, and can only be paid for out of the individual earnings 
of the people. 

“The broadening of the base of individual taxation was a most 
useful object lesson in this connection. It brought home to the 
proverbially sensitive pocketbook nerve the very important point 
that economy in government is money in everyone's pocket. It 
constituted a practical argument for the desirability of public 
economy as against the many individual pressures that will al- 
ways work for some form of public extravagance.” 

—WILtL1AM HENRY CHAMBERLIN, 
Writing in The Wall Street Journal. 
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Utility Cooperation 
With the Co-ops 


A description of a new contractual approach to the problem of 
wholesale supply by a public utility company in view of the 
increasing demands of its REA coéperative consumers. 
By SUTHERLAND DOWS* 

PRESIDENT, IOWA ELECTRIC LIGHT & POWER COMPANY 


HAT to do when the capacity re- 
W\ quirements of a group of REA 
cooperatives become a burden 
on the utilities supplying them at whole- 
sale has become a common problem to 
utility management. Not so common is 
a promising solution of this problem 
which was jointly arrived at by the 
REA and a privately owned Iowa 
utility. This agreement, the first of its 
kind in the United States, has attracted 
considerable attention since it became 
known through news reports in the 
trade press. ‘ 

To determine the thinking behind 
the decision of the Iowa Electric Light 
& Power Company to enter into this 
unique arrangement, Pusiic UTILI- 
TIES FoRTNIGHTLY has asked the com- 
pany for a review of the considerations 
which led up to the signing of a formal 
agreement. 


*For personal note, see “Pages with the 
itors.” 
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In the first place, company officials 
point out, there is at least a moral ob- 
ligation for a utility to provide facili- 
ties to meet the growing demands of its 
customers. The REA wholesale con- 
tracts presented something of a special 
problem, however. These contracts 
were taken at relatively low rates based 
on then available surplus capacity built 
before construction costs reached their 
present high levels. 

In the case of the Iowa Electric 
Light & Power Company serving 
some nine REA Cooperatives, their 
load growth became so rapid that the 
total REA load became a substantial 
part of the company’s total capacity. To 
build new generating facilities at pres- 
ent costs to serve this low-rate busi- 
ness could not be justified. Two alterna- 
tives suggested themselves—either the 
REA could build and operate its own 
generating facilities or it could finance 
the construction of facilities to be op- 


604 





UTILITY COOPERATION WITH THE CO-OPS 


erated by the company as an integral 
part of its system. 

A possible third alternative was ex- 
amined wherein the REA would lend 
the money to the utility for the con- 
struction of the plant. Some legal dif- 
ficulties were encountered on both sides 
as the REA felt that under the law 
it was restricted in making loans to 
other than codperatives, and the com- 
pany foresaw some difficulty in accept- 
ing such a loan under its trust inden- 
ture. As a result the direct loan scheme 
was abandoned as impractical. 


T= first alternative presented some 
obvious difficulties. In the first 
place the Iowa cooperatives affected 
were reluctant to get into the power- 
generating business, since it was a busi- 
ness with which they were wholly un- 
familiar. To serve the codperatives, 
presently being supplied by the com- 
pany, would require the construction 
of an expensive transmission system 
which would largely parallel the exist- 
ing system of the utility. Apparently 
the REA had arrived at the conclusion 
that it was not economical to continue 
to construct relatively small Diesel 
plants to serve small rural areas and 
it looked with favor on the construc- 
tion of a relatively large high efficiency 
steam-generating station serving a 
larger group of rural customers. 

The other alternative of constructing 
a plant and turning it over to the utility 
to operate and for it to transmit 
energy to various co-op substations on 
the existing transmission facilities 
seemed to present opportunities for 
economies that would be mutually ad- 
vantageous. Naturally, both sides ap- 
proached this idea somewhat warily and 
prolonged negotiations ensued before 
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an agreement was worked out which 
was mutually satisfactory. 


HE plans, as worked out, call for 

the initial construction of a 20,- 
000-kilowatt steam-generating station 
with the REA financing all cost of con- 
struction and design. The station would 
be located near Cedar Rapids and tied 
in with the utility’s main 115,000-volt 
transmission system which now runs 
from Cedar Rapids to Marshalltown 
and is currently being extended to 
Boone. The plant would be operated as 
an integral part of the company’s sys- 
tem. It is to be built according to ASME 
preferred standards, and the company 
has the right to review all matters of 
design as they may affect the operation 
of the station as a part of the company 
system. 

The company will furnish the per- 
sonnel and operate the station. The 
contract guarantees a station heat rate 
not to exceed 13,000 stu per kilowatt 
hour. An advantage to the utility would 
be the availability of a substantial part 
of this capacity for approximately ten 
months out of the year and the company 
would thus obtain a large number of 
kilowatt hours at the 13,000 sru rate 
against a higher rate from less efficient 
stand-by and reserve generating equip- 
ment of the company. It is estimated 
that 100,000,000 kilowatt hours will be 
available to the company after the sec- 
ond 20,000-kilowatt unit is installed. 


I" addition to this advantage the 
utility is to be paid a wheeling 
charge for transmitting energy to the 
various REA substations which reduces 
the utility’s net cost of transmitting 
electrical energy. 
The contract has a number of un- 
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Capacity Requirements for Electricity 


a to do when the capacity requirements of a group of REA 
cooperatives become a burden on the utilities supplying them at 
wholesale has become a common problem to utility management. Not so 
common is a promising solution of this problem which was jointly 
arrived at by the REA and a privately owned Iowa utility.” 





usual and interesting provisions, some 
of which have been summarized as fol- 
lows: 

The REA plans contemplate the in- 
stallation of a second 20,000-kilowatt 
unit almost immediately upon comple- 
tion of the first unit in order to meet 
the estimated load growth of the REA 
cooperatives. In the event that the sec- 
ond unit is not installed in time to 
meet the growing demands of the eight 
cooperatives involved, provision is 
made for a demand charge of $12 per 
kilowatt year for capacity used by the 
REA over and above the surplus 
capacity the REA plant may have fur- 
nished to the utility for a like period. 
This charge is in addition to the regular 
energy costs which are billed by the 
company to the Central Iowa Power 
Codperative and rebilled by it to the 
eight participating REA codperatives. 

The operating contract may be can- 
celed after five years, but the trans- 


mission contract runs for a period of 
thirty-five years, with no cancellation 
provision. 


- addition to the generating facility, 
the REA will build a 115,000-volt 
transmission line between Boone and 
Grand Junction, a distance of about 
18 miles, and will construct a substa- 
tion at Grand Junction. The REA will 
also build 115,000-volt transmission 
lines between Cedar Rapids and Hale, 
and between Cedar Rapids and Cog- 
gon, a total of about 57 miles. These 
line extensions will become an integral 
part of the utility’s transmission sys- 
tem and it will in turn pay the REA 
a transmission charge for company 
energy moved over the REA lines. 

In addition to the high-voltage 
transmission line, the REA will con- 
struct several extensions to the com- 
pany’s 33-kilovolt distribution system 
to serve other REA substations. 
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During the negotiations concessions 
were naturally made by both sides but 
the utility feels that the final agreement 
will be mutually advantageous. The 
territory served is roughly a strip 40 
miles wide and 160 miles long extend- 
ing from east to west through central 
Iowa. In this area the company serves 
some 127 cities and towns and 7,500 
rural customers from its own lines, in 
addition to serving at wholesale the 
8 REA codperatives which have 
formed the Central Iowa Power Co- 
éperative, and the Amana Society, an 
REA cooperative, that elected not to 
enter into the power cooperative but 


le summarizing their thinking on this 

project, officials of the Iowa Elec- 
tric Light & Power Company em- 
phasized that their decision was based 
on a set of conditions which may not 
obtain in another area. For one thing 
they have had ten years of friendly re- 
lations with the participating codpera- 
tives. 

Important advantages such as ob- 
taining reserve capacity without cost 
undoubtedly accrue to the REA under 
the contract. On the other hand, the 
company will substantially increase its 
net income and will continue to be the 
principal source of electric energy 


to retain its present wholesale contract. throughout its area. 


yX 





Management’s Duty to Speak Out 


stad), greener today is not doing an adequate job of 
showing labor the hopeless futility of an upward spiral 
of prices and wages—the balance sheet of strike economics; 
the number of weeks, months, or years at increased wages which 
are necessary to recover the wages lost by hasty strikes. 

“The trend toward government control of industry is either 
evidence that industry has temporarily failed to do what the 
people expected of it, or is a basic evolution of human in- 
stitutions destined to modify our concepts of private enterprise. 
It must be one or the other; the tendency is too long continued 
and widespread to be the work of despots or conspirators. 

“If this trend is basic, industrial leadership must choose be- 
tween sincere effort to operate under modified legal and eco- 
nomic rules or a futile battle against the tide. If this trend is 
only an evidence of the failure of industry to meet its current 
responsibilities, then industrial leadership can and must correct 
the situation.” 

—WALTER MITCHELL, JrR., 
Vice president, Irving Trust Company. 
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The Vexing Colorado River 
Water Supply Problem 


The controversy, foreshadowed in 1919, as to the 

respective rights of the interested states in the South- 

west’s “last water hole” continues. The situation as an 
Arizonian views it. 


By BEN AVERY* 


CC RIZONA is afraid to let the U. 
A S. Supreme Court ad- 

judicate its rights in the 
Colorado river!” That is the cry Cali- 
fornia is using today in its efforts to 
block further development and use of 
Colorado river water in all other states 
of the basin until it can put the water 
to use and—it hopes—thereby gain the 
so-called right of “prior appropria- 
tion.” 

The so-called proposed Arizona- 
California suit is not that at all. Every 
state in the basin is named in the resolu- 
tion introduced by Senator Pat Mc- 
Carran of Nevada to authorize that 
suit, and competent water attorneys 
have estimated it would take at least 
twenty-five years for a special master 
to establish the claims of all of the seven 





*For personal note, see “Pages with the 
Editors.” 


states and submit them to the court for 
adjudication. 

Because the Colorado not only is the 
Southwest’s last “water hole,” but also 
is the only major source of hydroelec- 
tric power, the basin states other than 
California contend such a suit would 
stifle the progress and growth the war 
so generously started. 

That sounds like Californians are 
defeating their own purpose; but that 
isn’t exactly true. A certain small group 
in Imperial valley is misleading the 
citizens of that great state. 

With California oil fields drying up 
—imported oil already costing $2.35 
per barrel—where will California ob- 
tain the power to keep her industrializa- 
tion program going? Certainly not 
from the Colorado river if it is tied up 
in a lawsuit for the next twenty-five 
years. 
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THE VEXING COLORADO RIVER WATER SUPPLY PROBLEM 


Let us analyze this situation from 
the standpoint of facts—facts certified 
not only by Arizona, but also by New 
Mexico, Colorado, Utah, and Wyo- 
ming, and by the best engineers and at- 
torneys of those states. 


HE first semblance of a con- 

troversy developed over the Colo- 
rado river in 1919 when Imperial val- 
ley interests sought legislation to au- 
thorize construction of a flood-control 
dam. This was a serious need to pre- 
vent recurrence of the disastrous floods 
of 1905 when the Colorado river broke 
over into Imperial valley and created 
the Salton sea, threatening the entire 
valley with inundation. The Upper 
Basin states, where most of the Colo- 
rado’s water originates, wanted pro- 
tection of their right to use their own 
water, and California recognized that 
unless the opposition of those states 
was dissolved she would get no dam. 
Consequently, Congress passed a bill 
authorizing the seven states to enter 
into a compact for division of the water 
of the river. 

After much negotiation, with Her- 
bert Hoover, then Secretary of Com- 
merce and widely known Cali- 
fornian, serving as chairman, a com- 
pact finally was agreed upon at Santa 
Fe, New Mexico, in 1922. It did not, 
however, accomplish a division among 
the states, because it was impossible for 
the states to reach agreement. The best 
it accomplished was a division of the 
basin into two parts, the Upper Basin 
and the Lower Basin, and the alloca- 
tion of a fixed amount of water to each, 
or at least what was thought to be a 
fixed amount. 

As far as the lower basin was con- 
cerned this allocation amounted to a 
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limitation on its use of Colorado river 
water. The Lower Basin consisted of 
Arizona, California, and Nevada, The 
compact also made this limitation a 
fixed amount because it committed the 
Upper Basin states to guarantee to de- 
liver to the Lower Basin 7,500,000 
acre-feet annually at Lee Ferry, or 75,- 
000,000 acre-feet every ten years. 


HE compact also allocated 7,500,- 

000 acre-feet annually to the Up- 
per Basin. Framers of the compact 
thought this to be a fixed amount, but 
they did not take into consideration the 
fact that the river’s flow might be less 
than 75,000,000 acre-feet in any 10- 
year period. We have, however, just 
gone through a 10-year period when 
the flow was considerably less. 

In addition, at the insistence of Ari- 
zona, the compact also allotted an ad- 
ditional 1,000,000 acre-feet to the 
Lower Basin to protect the users of 
water on the Gila river. This 1,000,- 
000 acre-feet was the estimated virgin 
flow of the Gila where it emptied into 
the Colorado river before any irriga- 
tion along its desert valleys. 

The framers of the compact esti- 
mated the safe annual flow of the Colo- 
rado river at 19,000,000 acre-feet. 
They did not take into account the al- 
ready long period of overgrazing and 
timber cutting on the watersheds, nor 
the vagaries of drought. They believed 
that development and use of water 
necessarily would be slow and that not 
more than 7,500,000 acre-feet would 
be put to use in the forty years tollow- 
ing their decision, and that thereafter 
the remaining water could be divided 
among the states, So they included a 
provision that all surplus water should 
be divided after 1963. 
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Six of the states almost immediately 
ratified the compact. The seventh, Ari- 
zona, did not. Arizonians, predomi- 
nantly southerners, were strong state’s 
righters. They had millions of acres of 
fertile desert lands awaiting water. 
They feared what California might do 
to them in a division of water because 
of California’s larger population and 
greater voting power. So the Colorado 
became a political issue. A candidate 
for governor directed the filing of ap- 
plications to appropriate the waters of 
the river with the state water com- 
missioner, and on the basis of those 
filings made a successful campaign for 
reélection. 

Other politicians immediately took 
the cue. Even candidates for justice of 
the peace and constable for twenty years 
expounded at great length their views 
concerning the Colorado river. 


F  gquene could not, however, stop 
enactment of the Boulder Canyon 
Project Act, the statute authorizing 
construction of Hoover dam, the All- 
American canal, and other works in 
California. 

However, Arizona’s Senators, after 
a filibuster, did succeed in amending 
the act to provide that it would not 
become effective until a compact was 
agreed to by the three Lower Basin 
states dividing their share of the water 
among them; or, as an alternative, 
until California’s legislature passed an 
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act limiting that state’s use of Colorado 
river water forever to 4,400,000 acre- 
feet plus half of any surplus allocated 
to the lower basin after 1963. 

California, Arizona, and Nevada 
could not get together on a tristate 
compact, so California chose the al- 
ternative provided in the Boulder Can- 
yon Project Act, passing the self-limi- 
tation bill. Immediately afterward, 
Herbert Hoover, then President, pro- 
claimed the act in effect and construc- 
tion of Hoover dam started within a 
few months. 

The Imperial valley people and the 
Los Angeles interests, seeking to in- 
sure a 50-year supply of water for that 
growing metropolis, quickly began ne- 
gotiations for contracts for water. 

They, however, wanted more than 
the 4,400,000 acre-feet. That was the 
reason Arizona, California, and Ne- 
vada could not agree on a tristate com- 
pact. They wanted Arizona to divvy 
up the 1,000,000 acre-feet allotted to 
the lower basin to cover Gila river 
water, which long since had been ap- 
propriated and put to beneficial use. 
This Arizona would not do. So they 
got Ray Lyman Wilbur, another Cali- 
fornian and Secretary of Interior, to 
give them a contract for 4,400,000 
acre-feet and another contract for 962,- 
000 acre-feet of surplus water. The 
other basin states consider this illegal- 
ly dipping into the water, if any, to be 
allocated after 1963. 


e 
“THE Upper Basin states, where most of the Colorado’s 
water originates, wanted protection of their right to use their 
own water, and California recognized that unless the opposi- 
tion of those states was dissolved she would get no dam. Con- 
sequently, Congress passed a bill authorizing the seven states 
to enter into acompact for division of the water of the river.” 
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THE VEXING COLORADO RIVER WATER SUPPLY PROBLEM 


N™ to get back to the strategy 
whereby certain Imperial valley 
interests are seeking to lead their state 
to its downfall. The backbone of that 
is the California Priorities Agreement 
engineered by Imperial valley. 

The first three priorities, totaling 
3,850,000 acre-feet of water, go to 
Imperial valley, the Palo Verde Irri- 
gation District, and the California por- 
tion of the Yuma valley. 

Next comes the Metropolitan Water 
District and the city of San Diego with 
priorities for 1,212,000 acre-feet. 

Then lastly another 300,000 acre- 
feet for Imperial valley and Palo 
Verde. 

Simple addition will prove quickly 
that these first three priorities of 3,- 
850,000 acre-feet do not leave enough 
water out of 4,400,000 acre-feet to 
which California is limited to supply 
even half of the municipal priorities 
of 1,212,000 acre-feet that come next. 
By that simple expedient Imperial val- 
ley enlists the huge population of the 
coastal plain as an ally in its fight for 
more water. Under western water law 
and the Colorado River Compact mu- 
nicipalities come first, but that law is 
not followed in the California priori- 
ties agreement for a reason. 


those early days no attention was 
given to the fact that in storing or 
carrying water in canals there are cer- 
tain losses—seepage and evaporation. 
Californians were annoyed when they 
learned that the approximately 800,- 
000 acre-feet of evaporation loss an- 
nually from Lake Mead, which was 
created by the Hoover dam they built, 
had to be charged to someone. 

They were also put out when it was 
suggested that river losses through 
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evaporation and seepage had to be 
charged to someone. None of these 
losses can be charged to California, 
they said. 

The other basin states think differ- 
ently. They feel that such losses should 
be charged ratably to each state in pro- 
portion to the benefit that state derives 
from each project. 


| Pp cverpeab attitude first mani- 
fested itself in connection with 
the Mexican Water Treaty. In 1944, 
when the treaty was ratified Mexico 
was using in excess of 1,800,000 acre- 
feet of water annually. Under the doc- 
trine of prior appropriation and use 
she easily could establish right to that 
much water. And lying along the delta 
of the now controlled river was suffi- 
cient land to enable her to rapidly in- 
crease that use to 3,000,000 acre-feet. 

The treaty, in limiting Mexico’s 
rights to Colorado river water to 
1,500,000 acre-feet, therefore, actually 
took 300,000 acre-feet of water away 
from the sister republic—a good deal 
for the Colorado river basin states and 
all of them recognized it as that, ex- 
cept California. 

Why? 

Originally Imperial Valley Irrigation 
District not only served Imperial val- 
ley but also the Mexican lands below 
the border. Then came the Mexican 
confiscation program. The directors of 
the Imperial Valley Irrigation District 
were notified they must dispose of their 
holdings to a Mexican company. So 
what did they do? They organized 
their own Mexican company, trans- 
ferred the Mexican properties to it, 
and went right ahead doing business. 
The Mexican treaty would greatly cur- 
tail that business. 
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Hoover Dam 


ot eres. Arizona, and Nevada could not get together ona tri- 
state compact, so California chose the alternative provided in the 
Boulder Canyon Project Act, passing the self-limitation bill. Immedi- 
ately afterward, Herbert Hoover, then President, proclaimed the act in 
effect and construction of Hoover dam started within a few months.” 





How: it would also curtail 
something else. The All-Ameri- 
can canal was built to 10,000 acre- 
feet capacity from Imperial dam to 
Pilot Knob wasteway, just across the 
river from Yuma where the Alamo 
canal takes off to serve Mexico. Here 
the All-American canal’s capacity was 
reduced to 7,300,000 acre-feet capacity 
to carry water on into Imperial valley. 
It could drop 2,700,000 acre-feet 40 
feet down into the Alamo canal, a 
beautiful setup for a power plant. Only 
a few months before the Mexican 
treaty was ratified by the U. S. Senate, 
the Imperial Valley Irrigation District 
applied for a PWA loan of $12,000,- 
000 to build the Pilot Knob power 
plant, and proposed, as evidence of 
security, to sell the water used in the 
plant to Mexico for $1 per acre-foot. 
MAY 6, 1948 
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Of course the treaty blocked that 
plan because it provides that the Inter- 
national Boundary’ Commission shall 
have ownership and control of the All- 
American canal to and including Pilot 
Knob wasteway, but not one of these 
arguments did the Imperial valley 
people use publicly against the treaty. 
They contended the treaty gave away 
United States water to Mexico. Never 
once did they observe that it actually 
cuts Mexico’s use of water 300,000 
acre-feet annually. The people of Los 
Angeles and other coastal cities have 


-been persuaded that the treaty was rob- 


bing their last water hole, 


HIS same complaint now is being 
used against Arizona. Actually to- 
day Arizona is using only about 300,- 
000 acre-feet of water out of the main 
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THE VEXING COLORADO RIVER WATER SUPPLY PROBLEM 


stream of the Colorado. In addition to 
that, Arizona is using and for many 
years has been using all of the Gila 
waters, which never contributed more 
than 1,200,000 acre-feet to the main 
river. 

On the other hand, California is 
using less than 3,500,000 acre-feet of 
its 4,400,000 limitation. The re- 
mainder, from 8,000,000 acre-feet up- 
ward, depending on the flow, goes on 
down the river into the Gulf of Lower 
California—wasted. And of the 3,- 
500,000 acre-feet California is taking 
out of the river—1,150,000 acre-feet 
flows into the Salton sea—wasted. 

The Metropolitan Water District, 
which is echoing the “You’re robbing 
our last water hole” cry of Imperial 
valley, has had its aqueduct in opera- 
tion ten years, but never has pumped 
more than 50,000 acre-feet a year 
through it, despite the fact it is de- 
signed to carry 1,100,000 acre-feet a 
year. 

Arizona, California says, is using 
2,300,000 acre-feet of.Gila river water 
a year, and added to its use of 300,000 
acre-feet out of the main stream of 
the Colorado, plus 600,000 acre-feet 
allotted to the new Gila project, it is 
using more than its share of Colorado 
river water. 

But where does Arizona get the 
water it is using? It all doesn’t come 
out of the Gila—much of it comes out 
of wells, many of them far from the 
Gila and many of them from depths 
below sea level. 


CC calculates Arizona’s 
ground water as Colorado river 
water, contending that under the com- 
pact all water within the basin is part 
of the Colorado river system. The 
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figuring serves California well because 
only a microscopic strip of that state 
east of the Sandhills of Imperial valley, 
is in the Colorado river basin. And 
that area contributes neither surface 
flow nor ground water to the total sup- 
ply in any measurable quantity. 

All other basin states disagree with 
California on this. They contend the 
Upper Basin, in its right to use 7,500,- 
000 acre-feet of Colorado river water, 
is entitled to deplete the flow of the 
river at the division point by that 
amount. And they contend the Lower 
Basin, in its allotment of 8,500,000 
acre-feet, is entitled to deplete the flow 
of the river at the Mexican border by 
that amount. In other words, they con- 
tend that if the water is put on the land 
and part of it returns to the stream, 
that part can be taken out and used 
again until it is consumed. 

The other basin states, from experi- 
ence, know that the amount of water 
in the Colorado river will depend upon 
the storage facilities available to catch 
and hold peak floods until the water 
is needed. In the Upper Basin such 
storage is essential if those states, 
which contribute 80 per cent of the 
river's water, are to plan and build 
projects to use their 7,500,000 acre- 
feet because in dry years the river 
drops as low as 5,000,000 acre-feet 
and they are required to deliver 7,500,- 
000 acre-feet to the Lower Basin; but 
if the river is tied up in a lawsuit no 
dams can be built until the‘ lawsuit is 
settled—no water can be stored if no 
dams are built—and progress will be 
stifled. 


HESE are the reasons all of these 
states, Arizona, New Mexico, 
Colorado, Wyoming, and Utah, have 
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joined to fight against a lawsuit. 
They feel that California should join 
them because California already faces 
a serious power shortage and no dams 
can be built to generate power if such 
a suit is instituted. 

The only victor in such a situation 
would be Imperial valley. The Imperial 
Valley Irrigation District could go 
ahead diverting water through the All- 
American canal. 
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In twenty-five years it could increase 
its use to maybe 6,000,000 acre-feet 
annually because the All-American 
canal will carry a peak of 7,300,000 
acre-feet. 

Then Imperial would rely on the 
weight of California’s big population 
to prevent the United States from tak- 
ing any of that water away from it— 
the cry would change to: “You can’t 
dry up our farms!” 











































Flat on Our Flat-bottoms 


¢ os | REGRET to report, fellow proprietors of the Inland Waterways Cor- 
poration, that we aren’t doing so well with our temporary 30-year- 
old steamboat line on the Mississippi. 

“Our barges are leaking and all our towboats—except the Harry S. 
TruMan—are hulks of clanking junk. There is some doubt whether the 
ship Harry S., being built at a cost of $1,400,000, is any good for navigat- 
ing the Father of Waters. Some experts claim she (he would sound bet- 
ter) needs a different kind of innards and a better-shaped snout. 

“What brings up these melancholy reflections is the fact that our 
temporary steamboat business has been temporary so long now that—ac- 


cording to Representative Alfred L. Bulwinkle of North Carolina—it’s run 
doggone near permanent. And costly? Whooie! sira 

“We tax-paying Mark Twains so far have sunk around $28,000,000 into d 
this enterprise. It has lost money ever since it started. The Commerce ade 
Department, which holds the stock in the corporation, wants to sink $18,- inte 
000,000 into patching up our boats. And, said Under Secretary of Com- 1 

‘ merce William C. Foster, the government wants to sell its barge line as oly, 
soon as possible. tere 

“Representative Bulwinkle sighed. For a generation now he said he’s 7 
been hearing other Under Secretaries say the same thing. But more mil- as . 
lions go down the drain, the barges get leakier, and the steamboats junk- in ¢ 
ier, and the sale always looks like it'll be made in about two more years, tak 

“Representative Charles A. Wolverton of New Jersey, the kindly, 7 
white-haired chairman of the Interstate and Foreign Commerce Com- of 
mittee, took over the questioning of the fidgety Foster. He didn’t want to i 
be unfair, he said, but the statements of all the privately operated barge n 
lines indicated theyd paid millions in taxes, both state and Federal. And Ew 
how much in taxes, he asked, did the Inland Waterways Corporation fing 
pay in the decade beginning in 1936? 

Pe ‘One hundred and two dollars,’ said Foster, reading the figure froma app 
chart. 

“This money went to the city of Memphis, Tennessee, for some real to 
estate and, said Representative Wolverton, apparently is all the taxes our ind 
steamboat company ever paid anybody. Some committee members won- exa 
dered whether the management—present company excepted, of course— - 
consisted solely of dopes? 

“Foster didn’t know about the old-timers in this elderly temporary are 
corporation of ours, which Congress told to go out of business in 1942. 

He did know only that Captain A. C. Ingersoll, the present boss, is a con 

mighty efficient operator. Only he’s been confronted with assorted anc 

disasters ranging from acts of God to acts of John L. Lewis. The lat- 

ter’s coal strikes were particularly rough on our steamboat line.” “a 
—Frep OTHMAN, Air 


Columnist. 
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Public Corporations in Britain 


How the capital for them is supplied and how they 
are controlled and managed—study of forms and 
types of organizations. 


By LORD KNOLLYS* 


OST countries are faced at 
M some time or other with the 

problem: How can we best 
run great industries, which it is de- 
sirable the state should control, and 
adequately develop them in the national 
interest ? And where there is a monop- 
oly, how can we best protect the in- 
terests of the public? 

The answer to this problem varies 
in different countries. In some, under- 
takings are directed by a department 
of government, such as the post office 
in Britain or certain railways in 
Europe; in others, the state has some 
financial interest in the business and 
appoints two or three representatives 
to the board of directors, as in several 
industries of Sweden or Belgium, for 
example. 

The public corporations in Britain 
are a typically British product—a 
compromise between state management 
and private control of industries which 


*Formerly chairman of British Overseas 
Airways Corporation. 
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are in the nature of public utilities 
They are designed to combine state 
ownership of the capital with the best 
features of management by private en- 
terprise. Their setup is to some extent 
experimental: Changes in their struc- 
ture are made in the light of experi- 
ence. Parliament and the British pub- 
lic are gaining quite a lot of experience, 
for there has been considerable na- 
tionalizing of great industries in the 
last two years. 

Before the war, public corporations 
had been set up for generating elec- 
tricity, for broadcasting, for London’s 
transport, and for overseas airways. 
Since the war, nationalization has been 
applied to the Bank of England, the 
coal industry, cables and wireless, elec- 
tricity supply, and the whole of 
Britain’s transport, railways, road 
transport, canals, and docks. The gas 
industry is to be nationalized shortly. 

There has also been set up a Colonial 
Development Corporation, with powers 
to develop production in the British 
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Colonial Empire, in order to pro- 
mote the welfare of the Colonial 
people. This and the three airways cor- 
porations and cables and wireless oper- 
ate overseas; the other public corpora- 
tions are internal and are monopolies. 


N only a few cases—for example, 
the British Sugar Corporation and 
Anglo-Iranian Oil—has the govern- 
ment taken a limited shareholding, 
with directors representing it on the 
board. Here we differ from practice in 
Europe, where several countries prefer 
this method, Recent British practice 
has been to combine complete owner- 
ship with the appointment of a board of 
outside men of affairs, rather than poli- 
ticians or civil servants, to operate and 
manage the industry. 

In the case of each of those I have 
mentioned, the state owns and supplies 
the capital; in most instances the cor- 
poration is authorized to charge the 
public sufficient to balance its accounts ; 
in some a deficit is met by the Treasury. 
The general practice is for each to be 
controlled by a board of directors ap- 
pointed by the responsible minister. 
These directors are chosen for their in- 
dustrial, financial, or administrative 
qualities. In some cases, such as the 
coal board, all the members of the board 
are whole-time; in most there are a 
number of part-time directors of 
proved business and administrative 
ability. For better or worse, there are no 
government officials as such in control- 
ling positions, though a few distin- 
guished former civil servants have been 
appointed to the boards of these cor- 
porations. 

But though these great undertakings, 
employing huge staffs, are owned by 
the state, the employees are not civil 
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servants, and I can assure readers, from 
my own experience, that these em- 
ployees do not look upon themselves as 
civil servants. They look primarily to 
their own boards of directors; their 
immediate loyalty is to their own or- 
ganization working for the public. They 
are taken on and dismissed by the man- 
agement—hired and fired, as we would 
say; their rates of pay and conditions 
of service are settled within their own 
industry by negotiations between the 
managements and the trades unions 
concerned in the particular industry. 
Employees are not on the boards— 
though some heads of departments may 
come to be—but in every case one per- 
son is appointed to the board of direc- 
tors for his personal experience in labor 
affairs—usually a former leading 
trades unionist, 


HE most interesting feature of the 
development of British public 
corporations is the way every govern- 
ment, Conservative or Socialist, has 
tried to find a way to let these corpora- 
tions manage their own affairs, to give 
them power to run the day-to-day 
business without interference from the 
minister. It is the minister’s duty and 
power, imposed by Parliament, to be 
generally responsible for the broad ob- 
jectives and for the efficiency of these 
corporations which serve the public. 
Here is the big problem which has 
not yet been satisfactorily or finally 
solved. We are still groping towards 
finding the happy mean between proper 
responsibility to Parliament, through 
the minister in charge, and the freedom 
from constant questioning, from inter- 
ference in day-to-day management, For 
without this freedom no business un- 
dertaking run by men of business (as 
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Nationalization of Utilities 


a the war, public corporations had been set up for generat- 
ing electricity, for broadcasting, for London’s transport, and 
for overseas airways. Since the war, nationalization has been applied to 
the Bank of England, the coal industry, cables and wireless, electricity 
supply, and the whole of Britain’s transport, railways, road transport, 
canals, and docks. The gas industry is to be nationalized shortly.” 





these should be) can ever be successful. 

There is a new technique to be found 
to fit new conditions and this new kind 
of animal which our British public cor- 
poration is. 

Parliament, representing the public 
who own the business and for whom it 
exists, must be able to have an account- 
ing of how well its money has been 
spent, how efficient its efforts have 
been. It must be able to remove ineffi- 
cient boards of directors. Any stock- 
holder is entitled to that. At present it 
exercises its control in several ways. 
Members of Parliament can put ques- 
tions to ministers, so long as they are 
on points of broad policy—not of 
routine internal administration. De- 
bates on the work of the corporations 
can, and do, take place in either the 
House of Lords or the House of Com- 
mons at any time. In addition, a fore- 
cast of public funds required for a cor- 
poration goes before the Estimates 
Committee of the House of Commons. 
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The annual accounts of the financial 
results of a year’s working are reported 
to the Public Accounts Committee of 
the Commons, on which private mem- 
bers of Parliament sit. 


B” Parliament and the government 
have not yet made up their minds 
just how much discretion can be left 
to these boards. In a recent debate in 
the House of Lords, I myself suggested 


that proper parliamentary control 
should be exercised through a full ex- 
amination and discussion of the year’s 
results by the Public Accounts Com- 
mittee I have just mentioned, followed, 
if necessary, by a debate. This would 
correspond to the annual general meet- 
ing of stockholders of an ordinary 
company. 

That is what Parliament and its 
members are for this purpose—rep- 
resentatives of the stockholders of these 
corporations, the public of this country. 

This scheme would give Parliament 
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reasonable control and knowledge, and 
avoid constant debates and probings— 
rather like frequently pulling up plants 
to see how they are growing. In the 
last resort, if Parliament and the 
minister are not satisfied with the 
management or the results of the busi- 
ness, they can always get rid of the 
board or of the man at the top, provided 
a reasonable chance to make the show 
work has been given to those who are 
in charge. 

Nationalization of many industries 
is here to stay in one form or another, 


for or worse, in Great Britain as 
well as in other countries. These cor- 
porations must be made to work. Out 
of what we learn of the various forms 
and types of organizations which are 
now being tried out here, a pattern will 
emerge, shaped through long experi- 
ence of different forms of our own suc- 
cessful public administration—a pat- 
tern which will not only make these 
public corporations work well in Brit- 
ain, but may act also as helpful ex- 
amples and be useful in other parts of 
the world. 





Where the River Shannon Flows 


a4 O NE of the major objectives toward modern Ireland's 

economic emancipation is development of electrical 
energy. Within three years the Irish expect to produce a billion 
kilowatt hours a year. 

“Twin programs are under way aimed at freeing this little 
country from dependence on uncertain coal supplies from Eng- 
land. One is the production of electricity through harnessing 
rivers and the other by burning up peat bogs which abound on 
this wet, spongy island. 

“Use of electricity is growing at a rapid rate. Consumption 
rose from 43,000,000 units in 1930 to 453,000,000 last year. 
Part of the rise was due to increased motive power for Ireland’s 
budding industries. The billion kilowatt goal is necessary for 
completion of an ambitious rural electrification program. 

“Hydroelectric development began under the Cosgrave 
government with the first Shannon scheme and has been carried 
on vigorously by de Valera. This water-power plant produced 
an average of 287,000,000 units a year, or the equivalent of 
860,000 tons of coal that would have to be imported from 
England. 

“De Valera’s government has started a second Shannon 
scheme. A dam has already been built where the Erne river 
flows into the Atlantic at Ballyshannon. When this power 
plant goes into operation it will manufacture 210,000 electrical 
units annually. In addition the government has harnessed the 
Liffey river outside Dublin ad put several other streams to 
work producing electricity. 

“Casting about for other resources, the government decided 
to dig into its peat bogs for the production of electrical energy. 
Peat, or ‘turf as the Irishman calls it, evolved from the old 
forests of Ireland which were never under sufficient compres- 
sion to produce coal.” 

—Excerpt from Chicago Daily Tribune. 
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Reclamation’s Ears Burn 


ENATOR Downey (Democrat, Cali- 
S fornia) used a little known local bill 
(S 299) to extend reclamation laws to 
the state of Arkansas, as a vehicle for 
delivering one of the most scathing criti- 
cisms of the Reclamation Bureau and its 
officials that any government agency has 
been subjected to during the 80th Con- 
gress. The significant feature of Senator 
Downey’s tirade was the fact that not a 
single Senator took the floor to defend 
the bureau on the issue of the California 
Senator’s denunciation. 

Even the author of the bill, Senator 
Fulbright (Democrat, Arkansas), who 
accused Downey of filibustering against 
a local measure for reasons which were 
not germane to the merits, went on to say 
that, as far as Downey’s criticisms of bu- 
reau Officials were concerned, they were 
“perfectly all right with me.” The net 
result was Senator Fulbright’s own mo- 
tion to lay aside the bill, although he re- 
gretfully pointed out that it has been on 
the Senate calendar for a year after 
unanimous report from the committee. 

This, in effect, means that the Recla- 
mation Bureau will be unable to extend 
its operations into the state of Arkansas 
—by statutory authority, at least—unless 
another session of Congress acts more 
favorably on the measure. It seems to be 
the consensus that the bill is dead for 
the present. 


BR gers started out his critique by 
reminding his colleagues that the 
irrigation work of the West was done 
“by the pioneers, by the builders, by the 
people of the West themselves, and not 
at all by the representatives of the Bureau 
of Reclamation.” Downey had made the 
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point that less than 8 per cent (of the 
20,000,000 acres which have been re- 
deemed by irrigation in the West) has 
been brought under irrigation by the 
Reclamation Bureau. He added that 
“hardly a single acre” in the state of Cali- 
fornia out of 6,000,000 acres of irrigated 
land has been brought under irrigation 
by the efforts of the Bureau of Reclama- 
tion. This includes the great Central Val- 
ley project for which, the Senator said, 
California citizens have been waiting ten 
years. Elaborating on this charge, 
Downey continued : 


I believe that one of the darkest and most 
unfortunate days in the history of California 
was when the Bureau of Reclamation was 
brought into our great Central valley. We 
are prepared to show by definite figures that 
because of the extravagance and waste of the 
Bureau of Reclamation in the Central valley 
the cost has been increased by at least one- 
third. Our farmers will have to pay between 
$75,000,000 and $100,000,000 additional be- 
cause of the extra cost. I do not know how 
they are going to pay it. We are now in the 
position where we have the Old Man of the 
Sea on our shoulders. I cannot undertake to 
say what we shall do if the Congress of the 
United States or the President does not re- 
lieve us from this wasteful, parasitical, sub- 
versive group. 

e Corps of ‘Army Engineers has avail- 
able pts less for the operation of its 
Washington office than has the Bureau of 
Reclamation—perhaps not very much more 
than one-half as much. The Army Engineers, 
with about one-half the sum, oversee between 
two and two and a half times as much con- 
struction work as does the Bureau of Recla- 
mation. The costs chargeable to the Army 
Engineers in Washington are spread out 
against the particular projects, but the cost 
of the Bureau of Reclamation falls directly 
upon the taxpayer. 


Senator Kem (Republican, Missouri) 
and Downey’s Republican colleague, 
Senator Knowland of California, gen- 
erally took his side of the debate with 
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sympathetic questions and comments. 
Senator Overton (Democrat, Louisiana) 
took the floor to urge that the Bureau of 
Reclamation’s authority should not be 
extended at the expense of the work of 
the Army Engineers. He said the people 
of his native state of Louisiana, “despite 
the efforts of the propagandists of the 
Bureau of Reclamation,” have seen the 
danger of exposing its drainage projects 
to a bureau which is “by law confined in 
its activities to irrigation.” 


OWNEY returned to attack particu- 
larly the propaganda activities of 
Reclamation Commissioner Straus and 
Central Valley Regional Director Rich- 
ard L. Boke, whose qualifications he at- 
tacked as having been misrepresented to 
Secretary of Interior Krug himself. In 
the course of the debate was the follow- 
ing sizzling paragraph: 
... The Army Engineers are trying to do a 
physical job of construction as cheaply and 
efficiently and with as little difficulty as pos- 
sible to the public. The Bureau of Reclama- 
tion is primarily engaged in propaganda, The 
Army does not compete with it in propa- 
ganda, and certainly the Bureau of Reclama- 
tion is not competing from the standpoint of 
efficiency. Figures will be developed showing 
how very much cheaper the Army work is. 
I have been in the Senate for almost two 
terms. I have never once had the experience 
of an Army engineer lobbying me to trv to 
get appropriations or personnel, and I be- 
lieve the distinguished Senator from Louisi- 
ana would say the same thing. 


About the nearest approach to a de- 
fense during this exchange was a state- 
ment by Senator Watkins (Republican, 
Utah) that the Bureau of Reclamation, 
through all of its history and up until a 
few years ago, has not been criticized 
seriously and has functioned to the satis- 
faction of everyone, including the Sena- 
tor from California. He added that only 
within the past four years has there been 
complaint and, “so far as I have been 
concerned, only within the last year.” 

The intrinsic importance of the Arkan- 
sas bill hardly warranted such an explo- 
sion of senatorial fireworks. Observers 
were inclined to believe that the incident 
presages further rough treatment for the 
Bureau of Reclamation unless and until 


it is shaken up or otherwise reorganized 
so as to remove what seem to be persist- 
ently irritating elements to leading fig- 
ures on Capitol Hill. 


* 


Can John L. Lewis Pull the 
Switch? 


AX through the recent “pension stop- 
page,” speculation was rife over 
what effect the so-called voluntary lay- 
off was having on the coal reserves of the 
electric power industry. Speculation is 
still rife now that John L. Lewis has been 
penalized for contempt, and there are 
rumblings in the coal field that the 
miners, or some of them, are staying out 
until John L. Lewis is freed of the 
shadow of the jail house. 

Up until the “pension stoppage” con- 
troversy was suddenly settled (through 
the eleventh-hour intervention of House 
Speaker Martin and Republican Senator 
Bridges of New Hampshire), the stocks 
of electric companies had not fared too 
badly. As of April 8th shortest supply 
of any major group of electric companies 
was about 15 days. The highest was 
around 100 days’ supply, with one com- 
pany having a rather freakishly fortui- 
tous reserve of 250 days. The over-all 
average for the electric power companies 
was around 50 days’ supply of coal. Of 
course, “over-all averages” can be mis- 
chievously misleading in such discus- 
sions. When a particular power company 
has consumed its own coal supply, it can- 
not burn general averages or take any 
consolation from the fact that some other 
company somewhere else is better sup- 
plied. 

As to the net effect of the “pension 
stoppage,” it appears that the electric 
power companies had on hand an aver- 
age of about 60 days’ supply when the 
ruckus started. This means a net loss of 
10 days’ stocks as the result of the strike. 
Assuming that the miners will continue 
to dig coal in substantial proportions, re- 
gardless of John L.’s personal troubles 
with the law, these electric utility indus- 
try reserves of coal-can probably be re- 
covered within two to three months. But 
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if the miners stay out or start a new con- 
troversy over wages next July, the out- 
look for continued electric power supply 
could still become quite critical. 


A a matter of fact, the recent “pen- 
sion stoppage” was even more po- 
tentially dangerous than the coal strike 
of 1947. At that time Secretary of In- 
terior Krug was appointed fuel codr- 
dinator and forthwith coal mined was or- 
dered to be held as available stock for 
allocation before shipment. Thus, al- 
though utility companies felt the immedi- 
ate loss of deliveries in 1947, they were 
theoretically protected at least by an as- 
sured share in the allocation of the re- 
serves if necessary. This year the mined 
coal was in transit during the strike and 
continued moving. There was no alloca- 
tion possible and nobody with authority 
to do anything about it. 

Washington observers are still of the 
opinion that the “pension stoppage” was 
simply a delaying tactic on the part of 
John L, Lewis to reduce the nation’s coal 
pile and put his miners in a better posi- 
tion to bargain over the wage increases 
when present contracts come up for re- 
newal June 30th. For this reason it may 
be that the Justice Department will take 
up any challenge presented by the refusal 
of the miners to work as a result of the 
contempt proceeding, rather than let the 
situation come up again as a new and 
bigger headache on July Ist. 


® 
Candidates on Public Power 


s the preconvention campaign of 
presidential candidates enters the 

final stretch, those interested in public 
utilities and their regulation have been 
reading up considerably on the record of 
the leading candidates. This is fairly easy 
in the case of the leading candidate for 
the Democratic nomination, President 
Truman, and also for the third party can- 
didate, Henry Wallace. President Tru- 
man’s record as an advocate of the Ten- 
nessee Valley Authority type of develop- 
ment and his endorsement of the Mis- 
souri Valley Authority and the St. Law- 


rence seaway-power proposal are so well 
known as to warrant little doubt of the 
direction he would take if reélected. Wal- 
lace stands for all this and much more— 
if the radical planks in favor of expan- 
sion of social controls proposed by his 
sponsors are accurate indices, and they 
probably are. 

It was among the Republican candi- 
dates that questions arose. True, all four 
of the top primary contestants have an- 
nounced in favor of the St. Lawrence sea- 
Wway-power proposal as a long-range 
proposition. (Senator Taft, in the recent 
Senate vote on this proposal, announced 
that he was in favor of the project, but 
not now.) But this is hardly an accurate 
test of these candidates’ ideas on possible 
expansion of Federal public power opera- 
tions. The St. Lawrence seaway, after all, 
is almost a political “must” for politicians 
of the middle western Great Lakes states, 
and Governor Dewey’s background as 
chief executive of New York state is also 
tinged with regional interest. Hence, it is 
not surprising to find Stassen, Dewey, 
Vandenberg, and Taft (but not now) 
lined up for the St. Lawrence project, 
with principal emphasis on the seaway 
features. 


MORE objective test would be the 
distinction between the so-called 
“authority” type of public power devel- 
opment, a la TVA, and old-fashioned 
Federal aid to state type of river basin 
improvement. In contrast to the Truman 
and Wallace advocacy of the “authority” 
idea, it is interesting to note that Stassen, 


‘Dewey, Taft, and Vandenberg all are 


now on record against extending the “au- 
thority” type of project planning, par- 
ticularly to the Missouri river basin. 
Vandenberg and Taft both have con- 
sistent Senate records on this, with re- 
spect to various considerations which 
have come up in the upper chamber, in- 
cluding the perennial bill by Senator 
Murray (Democrat, Montana) to estab- 
lish a Missouri Valley Authority. 

But neither Stassen nor Dewey were 
required to take a positive stand on this 
issue. And the fact that they did so, with 
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emphasis, during the hot primary cam- 
paigns in Wisconsin and Nebraska shows 
that, in their astute political judgment, 
the “authority” type of river develop- 
ment and improvement is not popular 
with the voters of the Middle West. Gov- 
ernor Dewey took his stand in a speech 
at Holdrege, Nebraska, April 9th, when 
he endorsed development of the Missouri 
river under the proposed Pick-Sloan plan 
which is now in operation under the 
principal control of the U. S. Army En- 
gineers. Governor Dewey condemned, in 
his Holdrege speech, the Truman admin- 
istration’s proposal to establish another 
3-man regional authority, such as the 
TVA. He termed this an act of dictator- 
ship over water and agricultural policies 
in the eleven ‘states involved. 


Bo followed an even stronger 
statement on this subject by his 
successful rival in the Nebraska primary, 
former Governor Stassen of Minnesota, 
who stated flatly in a speech at Omaha 
on March 24th, “I am opposed to the 
MVA method.” Governor Stassen went 
further and outlined a method for ad- 
ministering a complete Pick-Sloan pro- 
gram that would give much authority to 
the states in the basin. He said: 


I believe that the development of the Mis- 
souri valley under the Pick-Sloan plan is a 
wise investment in the creation of new wealth 
for America and should be carried forward. 

. I believe that our Republican party, to be 
true to the vigorous and pioneering quality 
of our country, should make a definite pledge 
for the development of the Missouri valley 
in its next national platform. 

This pledge should include the investment 
of Federal and state funds to the extent of 
approximately $2.5 billion for the next six 
years, and a sufficient amount after 1954 to 
carry out the proposed Pick-Sloan develop- 
ment of this vast area. 

I believe that this total investment will 
create $20 billion of new wealth in the area. 

I am opposed to having these resources 
administered with an overriding federally 
created authority. I am opposed to the MVA 
method, I think it is very important that we 
should constantly guard against too great 
centralized authority in this huge country of 
ours. 


The completed Missouri basin pro- 
gram, he said, “can best be administered 
by the states of the area involved.” 
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Excise Tax Relief Hope Fades 


yg the Federal government is 
exacting tax revenues amounting 
to more than a billion dollars a year in 
special levies on public utility services 
alone, the outlook for any repeal or cur- 
tailment of these high wartime excise 
taxes continues to grow dark as a result 
of recent meetings of the House Ways 
and Means Committee on the subject. 
Early in April the committee held a closed 
session to give consideration to a tax re- 
vision act scheduled to be reported to the 
House about May Ist. It had been hoped 
that this bill would cut out or at least cut 
down the wartime excise on telephone, 
telegraph, train, bus, and plane passenger 
fares, and perhaps even the tax on elec- 
tric current and some utility appliances. 

But Representative Grant (Republi- 
can, Indiana), who led an unsuccessful 
movement in this direction last year and 
was prepared to do the same this year, 
was unable to convince his committee 
colleagues that such an excise tax repeal 
or curtailment would be practical at the 
current session, in view of the serious- 
ness of world conditions. 

This is believed to be a general con- 
cession on the part of the Republicans 
in the wake of the huge personal income 
tax slashes approved last month over the 
veto of President Truman. 


A= ago Representative Grant 
pushed for abolition, or reduction, 
of the so-called luxury taxes, but his 
campaign was lost in the general insist- 
ence on personal income tax cuts. These 
slashes were vetoed at that time by the 
President, and the House failed to over- 
ride. 

As late as April 3rd, Representative 
Harold Knutson (Republican, Minne- 
sota), chairman of the House Ways and 
Means Committee, said he thought ex- 
cise taxes would be altered, with some 
to be eliminated entirely. He particularly 
desired a cut in the 25 per cent charges 
against telephones and telegrams, with 
the 15 per cent levy on transportation 
tickets and 20 per cent on amusements 
coming next in order. 
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Exchange Calls 


And Gossip 


Toll Call Walls 


RS. BELL lives in a suburb of a large 
city, maybe just across the city 
line. She voices objection to paying a 
toll charge to telephone her husband at 
the office in the city or to reach the com- 
plaint department of a city retail store. 
This sort of thing is happening in many 
parts of the country. Such extended 
areas of what might be called natural local 
service are becoming somewhat of a 
temporary headache to many telephone 
companies, 

Rapid expansion of population in out- 
lying sections of metropolitan centers 
finds the local exchanges in some sections 
poorly equipped to provide necessary 
service. There are several reasons. One 
is that it is no longer practical nor profit- 
able to handle such business on a toll call 
basis. Also many of the local exchanges 
are operated on a manual basis rather 
than by dial systems. Some of them can- 
not make ends meet under these circum- 
stances. The natural answers to this 
problem are technical modernization of 
the exchange and increased rates for the 
expanded local service. 

Building new plant to take care of 
such situations requires long-term plan- 
ning and financing. The policy, or lack of 
it, of regulatory commissions becomes 
an important consideration. Some prog- 
ress has been made along this line, most 
notably in Michigan. 


HE Michigan Bell Telephone Com- 

pany went directly to the state pub- 
lic service commission and requested a 
declaration of over-all policy upon which 
the company could rely in its planning 
for the future. The commission was most 
codperative ahd helpful. In essence, it 


623 


declared that the problem was a question 
which could be answered best by manage- 
ment and that the commission would sup- 
port the company’s judgment, barring of 
course any irregularities or arbitrary de- 
cisions of the company. 

The actual words of the commission’s 
decision are of interest. Below are quoted 
two pertinent paragraphs: 


This commission has given most careful 
consideration to the testimony, and has care- 
fully weighed the respective contentions upon 
this troublesome subject. It is the considered 
opinion of this commission that, while it is 
vested with regulatory powers as an ad- 
ministrative body, there are certain funda- 
mental functions which lie clearly within the 
realm of management in the conduct and 
operation of utilities under its jurisdiction, 
and that, within reasonable limits, it is the 
proper function and duty of this commission 
to repose confidence in the sound business 
judgment and recognition of proper func- 
tions of management unless it appears that 
such prerogative has been abused by manage- 
ment and is against the best interest of the 
public. When such a situation appears 
reasonably clear, this commission should not 
and will not shirk its duty in bringing man- 
agement into line; but within these limits we 
feel and believe the questions such as pre- 
sented by this petition should be determined 
primarily by management. 

We appreciate that the management of the 
applicant cherishes its relations to its sub- 
scribers, and to the public as a whole, and 
would not propose such a plan if in its sound 
judgment it were contrary to the best in- 
terests of the public for the obvious reason 
that any other course would lead to dissatis- 
faction and strained relations between the 
company and its customers. While we ap- 
preciate that in some isolated instances it 
may appear that inequities will result from 
the adoption of such a plan, yet we believe 
it to be a forward-looking step in telephony 
and that its long-range results will inevitably 
benefit the public as a whole; that it will 
vastly improve telephone service in Michi- 
gan as well as result in substantial economies 
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of operation which under regulation must 
inure to the benefits of the public. 


The second paragraph of the above 
quotation refers to a plan submitted by 
the company, which in its petition re- 
quested authority to make “effective 
certain schedules of rates, rentals, tolls, 
and charges in all its exchanges and 
zones, and to modify certain rate treat- 
ments.” The petition embraced a plan for 
what is called nonoptional extended area 
service. The commission asserts that the 
sole question before it is whether or not 
“extended-area service may be offered by 
the company and inaugurated upon a 
nonoptional basis.” 


LARIFICATION of the differences be- 
tween optional and nonoptional 
treatment may be obtained best from a 
statement of the commission. It says that 
“nonoptional extended-area service will 
result in the integration of neighboring 
communities into a single telephone com- 
munity thereby eliminating toll charges 
for messages between points within each 
such telephone community and permit- 
ting an unlimited number of such mes- 
sages without any charge over and above 
a monthly flat rate.” The commission fur- 
ther asserts that the nonoptional rate 
would result in a wider usage of tele- 
phone service between neighboring com- 
munities, obviating the necessity of con- 
sidering whether, in relation to its cost, 
present short-haul service is not being 
given at preferentially and unreasonably 
low rates. 

In view of these opinions, the com- 
mission ordered that the nonoptional ex- 
tended areas requested by the company 
be established. No ruling as to rates or 
charges was considered in this decision. 

The same general problem of toll 
charges for telephone users in 14 subur- 
ban Pittsburgh districts now is being 
considered by the Pennsylvania Public 
Utility Commission. The Bell Telephone 
Company of Pennsylvania is defending 
its rates before the commission. Disputes 
and conflicts in the Pittsburgh area have 
existed for a considerable period. 

The New England Telephone & Tele- 


graph Company has been having the same 
difficulties in some of its metropolitan 
centers. Latest development is a decision 
of the Federal Communications Com- 
mission which has granted the company 
special permission to discontinue message 
toll telephone rates between certain rate 
centers in Massachusetts and Rhode 
Island in the Providence metropolitan 
area. 


a 


Comprehensive Decision on 
California Telephone Rates 


OF of the most interesting and com- 
prehensive telephone rate decisions 
has been handed down by the California 
Public Utilities Commission in its recent 
grant of higher rates to the Pacific Tele- 
phone & Telegraph Company. It is in- 
teresting because it is exhaustive and 
covers sO many controversial points. 
(An earlier note on this case was con- 
tained in Pustic UTILITIES FoRTNIGHT- 
ty, “Progress of Regulation,” issue of 
April 22, 1948, page 588.) 

The decision itself was a 74-page docu- 
ment with accompanying appendices of 
rate schedules which ran the total to well 
over 100 pages. It contained facts, de- 
cisions, and compliments. 

Of most immediate importance was 
the fact that the decision granted a total 
permanent increase of $27,550,000 in a 
statewide rate increase. This was made 
up of a confirmation of a previously al- 
lowed interim advance of $22,455,000 
and a new grant of $5,100,000 a year. 
This was generous as compared with a 
U. S. Treasury recommendation, but it 
was considerably below the $40,000,000 
requested by the telephone company. The 
Treasury had recommended a return of 
slightly over 5 per cent. The company 
asked 7 per cent. And the commission 
granted 26 per cent. 

The commission decided on specific 
rates in many classifications and locali- 
ties. For example, it reduced toll rates 
for medium and long calls in the state. 
The reason given for this reduction was 
to bring local toll rates into closer con- 
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formity with interstate toll schedules. 
Basic residential and business rates in 
over 400 exchanges were practically un- 
touched. Some small exchanges were 
given assistance in the form of higher 
rates. Also advances were allowed for 
services of teletypewriter, leased tele- 
graph wire, and mobile radio. 

Company officials expressed the 
opinion that the advanced rates were 
not sufficiently high. The main plea was 
for high enough earnings to attract addi- 
tional capital for expansion and improve- 
ment purposes, 

The case was unique in that there was 
not much argument about the size of the 
rate base. The commission complimented 
the company on its simple and forthright 
presentation of the case, particularly with 
respect to the cost of plant and working 
capital less depreciation reserve. In addi- 
tion, the decision had a good word to say 
for independent companies operating in 
the state. It was mentioned that several 
of them had converted from a manual 
to a dial system with success several 
years ago. “All are now earning adequate 
returns ; all have wage levels comparable 
to the Bell system, yet all are operating 
at rate levels materially lower than those 
sought by the Pacific Telephone & Tele- 
graph Company. In fact, some reductions 
in rates have been made recently,” the 
commission said. The independent com- 
panies were praised for the competition 
contributed in the form of ideas and re- 
sults which led generally to new develop- 
ments for better and more economical 
service, 


N arriving at a smaller rate increase 

than the company requested the 
commission disallowed portions of two 
important expense items. One was the 
license fee paid to the American Tele- 
phone and Telegraph Company. The 
regulatory body held that such payments 
should be on the basis of actual cost of 
the service rendered to the operating com- 
pany rather than a flat percentage of gross 
earnings. Therefore the commission de- 
cided on a figure of $1,843,000 as rec- 
ommended by its staff rather than the 
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$3,075,000 actually paid to the parent 
company. 

Another expense item disallowed in- 
volved funds and interest dealing with 
the company’s pension plans. Included 
was about $500,000 which the commis- 
sion claimed represented the accruals for 
service of employees with other Bell sys- 
tem companies before they were em- 
ployed by the Pacific Telephone & Tele- 
graph Company. 


> 


Regulation for Western Electric? 


CHANGE in the method of treating 

the profits and prices of Western 
Electric Company is being considered by 
the telephone committee of the National 
Association of Railroad and Utilities 
Commissioners, Since Western Electric 
is the manufacturing and supply sub- 
sidiary of the Bell system, the prices 
charged for supplies and equipment be- 
come an important element of cost to be 
considered when state commissions rule 
on changes in telephone rates. 

The 5-man telephone committee, rep- 
resenting the states and the Federal Com- 
munications Commission, plans to rec- 
ommend some change in the Western 
Electric supply contract. The group ex- 
pects to complete a formal preliminary 
report on the question in about a month. 
The possible treatment of the company 
as a regulated public utility is being given 
considerable thought by the NARUC- 
FCC committee. For example, one idea 
is to evaluate the plant of Western Elec- 
tric on very much the same basis 
as utility operating plants are treated— 
depreciated cost. Then as a bench mark 
for the use of state commissioners a fair 
return on the plant value would be de- 
termined. Given this information, each 
state commission could use its own judg- 
ment as to proper costs and charges. No 
positive legal authority is contemplated. 
It is hoped that the plan can be established 
by mutual agreement between all in- 
terested parties. 

To facilitate the use of such a plan 
some members of the study committee 
feel that Western Electric should adjust 
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its books to comply with the uniform 
system of accounts now required of tele- 
phone companies by FCC. 

Charges of the Bell Telephone Labora- 
tories, Inc. (owned equally by AT&T 
and Western Electric), also would come 
into the picture. The general philosophy 
behind most of these tentative plans is 
to charge the operating companies for 
specific costs rather than on a flat per- 
centage fee basis. It is understood that 
AT&T is codperating with the telephone 
committee in its study. 


> 


Telephone Engineers Conference 


HE chief engineers’ committee of 

the General Telephone System re- 
cently held a 4-day conference with ex- 
ecutive officers of the system’s operating 
companies. The meeting held in Chicago 
had as its purpose the formulation of 
policies on plant and engineering matters. 
Interchange of views and information 
was broadened by the attendance of rep- 
resentatives of several manufacturers 
who discussed problems relating to 
standards, specifications, and shipping 
schedules. 

The engineers’ group was headed by 
Chairman Dean M., Barnes, chief engi- 
neer of Associated Telephone Company, 
Ltd. Other members are C. E. Jones, H. 
E. Hussey, and W. O. Trettin, chief en- 
gineers representing the Eastern, East- 
Central, and Central groups of the sys- 
tem, respectively. This committee was 
formed in July, 1944, at the suggestion of 
Harold V. Bozell, president of General 
Telephone Corporation and General Tele- 
phone Service Corporation. Executive 
offices of the groups are located in Santa 
Monica, California (Associated Tele- 
phone Company); Erie, Pennsylvania 
(Eastern); Lafayette, Indiana (East- 
Central) ; and Madison, Wisconsin (Cen- 
tral). 

Management executives taking part in 
the conference were F. E. Norris, vice 
president of General Telephone Service 
Corporation; C. C. Whitlock, general 
plant superintendent of Indiana Asso- 
ciated Telephone Corporation; Thomas 


A. Boyd, vice president of General Tele- 
phone Corporation and General Tele- 
phone Service Corporation; Walter 
Dakin, Central group manager; L. F. 
Shepherd, East-Central group manager ; 
and H. M. Strosnider, general equipment 
superintendent for the Southwestern As- 
sociated Telephone Company. 

The chief engineers’ group has not met 
at regular intervals in the past, but now 
it is expected that conferences will be 
held at about 9-month intervals. The next 
conference is tentatively scheduled for 
December of this year or January, 1949, 


¥ 


Pay for Naps 

ja re telephone operators in not 
overly busy exchanges sometimes 
get an opportunity to catch a nap during 
dull periods. They are entitled to be paid 
for these naps even at overtime rates if 
they are working on long shifts. Such is 
the decision of the U. S. District Court 
for Western Missouri. The court ruled 
that the operators working an 11-hour 
shift on switchboards located in company 
buildings are entitled to be compensated 
at overtime rates for all hours in excess 
of forty hours a week. The Central 
Missouri Telephone Company had at- 
tempted to refrain from paying for two 
hours per night on the grounds that when 
calls were infrequent operators were al- 
lowed to sleep. The court held that the 
operators were entitled to pay for such 
time under the Fair Labor Standards 
Act. Points made for the operators were: 
(1) sleeping periods were not long and 
uninterrupted; (2) operators were not 
permitted to leave the premises ; and (3) 
they could not carry on any other activity. 
The complaining operators were 
awarded by the court $3,453.95 in over- 
time compensation, an attorney’s fee of 
$1,000, and the cost of the action. They 
are still employed by the company. There 
was no written contract of employment. 
It was only after the employees of the 
company were organized and contracts 
between the company and the union nego- 
tiated that the question of overtime and 

undercompensation arose. 
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By OWEN ELY 


January Electric Earnings 
Hurt by Drought 


gp: He continued severe drought 
conditions, January earnings of the 
electric utilities made an unfavorable 
showing as compared with last year, re- 
versing the unexpectedly favorable re- 
sults for the month of December. 

Net income for the month was down 
10.2 per cent from last year, compared 
with December’s gain of 11.9 per cent. 
However, disregarding seasonal factors, 
January net was only 3 per cent below 
December’s figure of $62,402,000. Both 
kilowatt-hour sales and revenues for 
January exceeded those for December, 
although the rate of increase over last 
year was somewhat smaller. Kilowatt 
sales gained 9.6 per cent and revenues 
12.2 per cent, over 1947. Approximate 
revenues per kilowatt hour for the dif- 
ferent classes of service compared with 
a year ago as follows: 

January January 
1948 1947 
3.02¢ 

2.84 
1.09 1.05 
1.62¢ 1.58¢ 


These figures indicate that fuel clause 
adjustments in industrial rates somewhat 
offset the decline in residential rates. In- 
cidentally, this decline appeared to be 
continuing in January, when the residen- 
tial average dropped to a new low of 
2.89 cents compared with 3 cents in De- 
cember. However, a decline in the resi- 
dential average does not necessarily re- 


2.89¢ 
2.81 


Residential 
Commercial 
Industrial 


Total, incl. misc. 
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flect lower rate schedules, but might 
result from increased usage of electricity 
per customer, which would permit cus- 
tomers automatically to obtain lower 
average rates under old schedules, This 
might result from the increased use of 
washing machines, radios, and television 
sets. (The latter are heavy current 
users. ) 


HE major handicap of the utilities 

in January was the very heavy use 

of fuel, plus its increased cost. Fuel ex- 
pense jumped to $66,205,000, becoming 
the heaviest individual item in the budget, 
amounting to three-and-a-half times fixed 
charges, and exceeding net income. It in- 
creased 47 per cent over January last 
year, compared with gains of 9.6 per cent 
in electric output, 12.9 per cent in labor 
costs, and 21.6 per cent in miscellaneous 
expenses. The increase over January, 
1946, was $35,600,000 or 117 per cent. 
In January the amount of electricity 
produced by water power dropped 10 per 
cent below last year. Sections particular- 
ly hard hit were New England (with a 
loss of 53 per cent), New York, Penn- 
sylvania, aryland, Tennessee, Ala- 
bama, and California. Hence, it was 
necessary to generate 21 per cent more 
electricity by fuel, and coal consumption 
increased 22.4 per cent, fuel oil .2 per 
cent, and gas 32.2 per cent. This seems to 
indicate an increase in the cost of fuel 
of 21 per cent. (While part of the cost 
increase might normally be due to more 
intensive use of inefficient stand-by 
equipment, this was probably offset by 
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the addition of new and efficient facili- 
ties during 1947.) Had hydroelectric op- 
erations contributed as much energy in 
January as a year ago (without allow- 
ance for any increase in hydro capacity), 
about 4 per cent of fuel expenditures 
could have been eliminated for a saving 
of about $2,650,000. 

January results were also affected by 
resumption of the poor showing for other 
services, Instead of gaining 19 per cent 
over last year (as in the December year- 
end results) these operating earnings 
were 20 per cent below last year; and 
miscellaneous income, instead of show- 
ing a 2.1 per cent gain as in December, 
dropped 47.4 per cent. Fixed charges 
were slightly lower than in December, 
affording a moderate offset. 

The outlook for February may be 
slightly better, though relief from the 
California drought did not appear until 
toward the end of March. Hydro output 
for the country as a whole in February 
slightly wacanes ® that of last year, and 
use of coal was only 19.5 per cent over 
last year (with a decline of 10 per cent 
from the January figure partly accounted 
for by two days less in the month). Thus 
fuel expense may make a slightly better 
showing. 


* 


Utility Financing Versus 
Construction Requirements 


Bes accompanying table lists the 
principal public offerings of utility 
securities for the period March 23rd to 
April 20th. (See April 8th FortnicHT- 
Ly, page 500, for previous list.) The cur- 
rent list includes additional columns 
showing security yields—(1) the net 
yield cost to the utility company, and (2) 
the yield on the offering price, realized 
by the buyers of the securities. During 
this period the average yield cost to util- 
ity companies was as follows: 


ED ares wid d ote Galasiaeesnaee rye 
SET Si cues sntkecseve cas ee 
EE Dike ois 6c nVbeee budeed 3.56 
Preferred Stocks .......cccccscece 4.90 
CAE MNOS sieves cicaescecdie 8.47 


The present costs of bond financing are 
somewhat in line with conditions in 1941- 
1942, although Baa bonds are faring rela- 
tively better. Following are Moody’s 
bond yield ae for ney years: 


Year Aa Baa 
es 259% 2.67% 248% 3.08% 
. 2.51 2.58 2.71 3.03 
a 2.73 2.87 3.09 3.73 
Me cwacwed 3.21 3.45 3.98 5.09 
EY nc: rant 461 5.32 6.46 8.78 
err 4.82 5.03 5.42 5.91 
Mee avicde 6.53 6.65 7.57 7.99 


For the first quarter of 1948 the pre- 
liminary ForRTNIGHTLY tabulation of 
utility financing shows the following 
totals: 


No. of Amount 
Issues (Millions) 
PT ee Pore 58 $406 
Telephone .......... 5 153 
6 cons asa sonics 7 58” 
MEE 6508sscecekes 3 11 
, ree pee Te 73 $628 


Financing by the electric companies 
(only) was as follows: 





Millions Per Cent 
Mortgage Bonds ... $300 
Debentures ........ 39 
Total Debt ...... $339 84% 
Preferred Stock ... 30 7 
Common Stock .... 38 9 
ED 4 2é4s<eunce $407 100% 


HE meager proportion of preferred 

stock financing bears out the 
contention of George D. Woods (see 
page 631) regarding the present break- 
down with this type of financing under 
competitive bidding rules. The apparent 
solution, as indicated by the sound results 
obtained by Idaho Power, is gradual sale 
through local brokers without under- 
writing. 

While common stock financing also 
seems low, it is probably adequate when 
allowance is made for the large amount 
of equity money flowing in automatically 
through amortization charges and sur- 
plus earnings. 

Private financing accounted for 18 out 
of 44 bond and debenture issues, and 23 
per cent of the dollar amount. One pre- 
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ferred stock issue ($1,000,000) was also 
sold privately. Of the common stock 
sales, three went directly to the public 
($9,000,000) while six were sold princi- 
pally through subscription rights ($29,- 
000,000). 


If new money financing by the electric 
companies continues during 1948 at the 
first quarter rate ($355,000,000) the 
total for the year will amount to about 
$1.4 billions. This compares with esti- 
mated expenditures for construction of 
some $1.7 billions. Depreciation last year 
amounted to $342,000,000 and surplus 
earnings approximated $185,000,000 ; in- 
cluding amortization, a total of $600,- 
000,000 cash may be available from these 
sources, leaving $1.1 billions to raise by 
new financing. Hence the industry seems 
slightly ahead of schedule with its cur- 
rent financing. 


¥ 
Publicity for Annual Reports 


Sper utility companies now realize that 
publication of the annual report af- 
fords a fine opportunity for promotion 
of public relations. Several companies— 
Pacific Gas and Electric, West Penn 


Electric, etc.—have recently published 
newspaper advertisements with charts 
and figures presenting high lights of the 
annual report. The president of another 
utility has sent to a number of Wall 
Street statisticians a mimeographed let- 
ter (accompanying the annual report) 
giving answers to questions which had 
been propounded to him. 

A number of utility executives during 
the course of the year appear before the 
New York Society of Security Analysts, 
speaking at luncheon forum gatherings 
of 100-200 statisticians or members of 
Wall Street firms. Usually the talks last 
from thirty to forty-five minutes, with 
a question period following; frequently 
a statistical bulletin or brochure is pre- 
pared for distribution, and sometimes 
large charts are used to show the trend 
of earnings, expenditures, etc., or lan- 
tern slides present colored pictures of 
the company’s property. Columbia Gas 
is currently showing a film of its natural 
gas properties to a group of Wall Street- 
ers at an uptown hotel. North American 
Company entertains members of the 
press in connection with its annual 
stockholders’ meeting. 
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From the “Business Bulletin” of the Cleveland Trust Company. 
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FINANCIAL NEWS AND COMMENT 


NEW avenue of publicity has now 

been opened up with television. 
Union Oil Company of California is cur- 
rently presenting its “Report for 1947— 
the story of an American company’s ac- 
tivities for the year—in terms of people 
and dollars’—on WNBT between 8.30 
and 8.50 pm. Perhaps before long we 
may see in the family television set the 
familiar figure of Reddy Kilowatt, along 
with pictures of generators and other 
facilities being installed to meet the in- 
satiable demand for service. General 
Public Utilities has recently instituted a 
series of regional shareholders’ meetings. 


* 


Investment Banker Condemns 
Competitive Bidding 


NX the fifteenth annual conference of 
the Southeastern Electric Ex- 
change at Boca Raton, Florida, April 
9th, George D. Woods, chairman of the 
executive committee of The First Boston 
Corporation, gave an interesting talk 
about the present financing program of 
the utilities. Glancing at the historical 
background, he mentioned that in the 
early 1920’s mortgage bonds carried in- 
terest rates of 5 to 8 per cent, and their 
distribution to investors usually required 
a period of months ; the customary under- 
writing commission was 4 per cent. Pre- 
ferred stocks, usually sold locally, paid 
dividends of 6 or 7 per cent. 

However, the rapid rise of the holding 
companies during 1926-32 permitted 
raising great amounts of capital through 
these companies. The holding companies 
sold their own bonds and preferred 
stocks, as well as common stocks, and 
used the funds in part to finance the 
growth of operating companies and in 
part to acquire additional companies. 
Thus, the money-raising function for a 
large part of the industry was transferred 
to New York and Chicago. 

During the period 1932-45 utility fi- 
nancing was largely confined to refund- 
ing operations, with construction require- 
ments largely taken care of through de- 
preciation, amortization, and other non- 
cash charges. Also, the large hydroelec- 
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tric developments by the Federal govern- 
ment reduced the expansion requirements 
of the private companies. But in recent 
years, with the gradual elimination of 
many holding companies and the sudden 
necessity of financing a tremendous con- 
struction program, executives of operat- 
ing companies suddenly found themselves 
faced with the problem of developing 
and consummating financing programs. 


M* Woops remarked that “Unless 
you are prepared to become as in- 
timately familiar with matters relating 
to financing as you are with the various 
operating phases of your company, the 
alternative is to institute an arrangement 
with competent people to advise you with 
respect to your financing. There are three 
categories of such competent people 
which occur to me: first, such organiza- 
tions as Ebasco Services, Middle West 
Service Corporation, Stone & Webster 
Service Corporation, and others ; second, 
investment banking firms; and, finally, 
commercial banks, several of which have 
well-trained personnel in their utility loan 
divisions.” 

Mr. Woods advocated several policies 
as a means to facilitate the financial] pro- 
gram of the utilities: 

(1) Dividends on common stocks 
should range between 60-70 per cent of 
available earnings in order to assure 
continuity of payments at the established 
rate. This makes it easier to do equity 
financing from time to time. 

(2) Depreciation accruals should be 
substantial and should be on the basis of 
cost. In general the maximum amounts 
permitted as Federal income tax deduc- 
tions should be appropriated. Replace- 
ment of physical property now costs as 
much as twice the original cost in some 
cases and if special reserves were cre- 
ated to reflect this increased replacement 
cost net income would, of course, be 
smaller. The rules of the Treasury De- 
partment should be revised to permit 
greater flexibility in this respect. 

(3) Mr. Woods advocates doing neces- 
sary financing promptly, without waiting 
for a better market. While revolving 
bank credits are useful in an emergency, 
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permanent financing should not be long 
delayed. (In this connection it might be 
noted that Chairman Maltbie of the New 
York Public Service Commission recent- 
ly ordered New York State Electric & 

s to postpone part of its finance pro- 
gram, on the ground that the money 
might lie idle.) Present going rates of in- 
terest and dividends, together with in- 
creased selling costs, should be cheer- 
fully paid ; finance costs were even higher 
in the 1920's. 

(4) Equity securities should be sold in 
maximum amounts in order to maintain 
a sound financial structure and facilitate 
the sale of mortgage bonds in later years 
when it may be impossible to sell stocks. 

(5) In offering common stocks use 
might be made of the old customer-own- 
ership method, Some of the large invest- 
ment banking firms might well be willing 
to organize and educate groups of local 
security dealers, who would undertake to 
do a selling job over a period of time 
without a definite underwriting commit- 
ment. Unlike refunding operations, 
where the money must all be raised at 
one time, construction financing need not 
be completed on any given date, since the 
funds are only used gradually, and re- 
volving bank credits are available to ease 
the process. (In this connection, atten- 
tion may be called to the success of Idaho 
Power in selling its 4 per cent preferred 
stock over a period of months, without 
underwriting. ) 


gr gene some of the difficulties 
of stock financing over the past 
year, Mr. Woods remarked: 


One reason for the unsatisfactory after- 
market which has existed for a few of the 
original issues of preferred and common 
stocks which have come to the market in 
the past year and a half, has been that the 
issue was never fully distributed, and secu- 
rity dealers have disposed of the tag-end in 
the open market where it has churned 
around at constantly reducing prices until it 
is slowly assimilated by bona fide investors 
at bargain prices. This result has caused 
many investors habitually to refrain from 
investing at the time of the original issue, 
on the theory that they may be able to do 
better later. If security dealers were only 
to take delivery from, and make payments 
to, the issuing company as the stock was 


sold, this hurdle would be removed. Another 
by-product of a no-commitment procedure 
might be the sale of preferred and common 
stock on an instalment basis. During the past 
six years many hundreds of thousands of 
private investors have formed the habit of 
buying government bonds on the basis of 
weekly payments, and they are not strangers 
to the procedure, This is a method of raising 
equity capital that will unquestionably re- 
ceive increasing consideration in the future. 
(6) Competitive bidding procedure, 
particularly with respect to common 
stocks, is inconsistent with the proper 
marketing of these securities. Mr. Woods 
thinks that this fact should be “shouted 
from the roof tops”—brought forcibly 
to the attention of Congress and the regu- 


. latory commissions. While competitive 


bidding may appear to work successfully 
for mortgage bonds, there is an enor- 
mous duplication of effort, and competi- 
tive bidding is reduced largely to a game 
of guessing what a few insurance com- 
panies will pay for an issue ; the machin- 
ery for selling bonds to the general pub- 
lic has pretty well deteriorated. An in- 
creasing number of investing houses are 
refusing to operate under the competi- 
tive system with respect to common stocks 
and noninstitutional preferred stocks. 
The principal reason is that such sales 
now require a real educational campaign 
for local dealers and investors, and this 
process of education is expensive and 
time-consuming. 


HE SEC has made some concession 

to these conditions, by permitting 
the utility executive to discuss a forth- 
coming stock issue informally with sev- 
eral investment bankers and then desig- 
nate one of them as the underwriter of 
the issue. (This is being done currently 
with the Kansas G&E common stock 
sale.) Then he and the banking house be- 
gin their process of education, through 
talks, preparation of brochures, etc. This 
procedure of “shopping around” for a 
banker, which combines elements of both 
systems, has also proved unsatisfactory. 
The banker is tempted to act in a dual 
capacity; in the first instance he is op- 
timistically competing for the business, 
but in final dealings with the company he 
must face the realities of selling the issue. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
4/15/58 


Price Yield Earned 
Natural Gas Cos.—Retail 
Arkansas Natural Gas acs $0.80-dec. 
Atlanta Gas Light ($1.20) 1.87-dec. 
Columbia Gas & E. (75¢) 1.36-dec. 
Consol. Gas Util. (50¢) 1.23-ja. 
Consol. Natural Gas ($2) 4.53-dec. 
Houston Natural Gas (80¢) 1.29-ju. 
Indiana Gas & Water ($1) .59-f 
Kansas-Neb. Nat. Gas (85¢) 
Lone Star Gas ($1) 
Mission Oil ($2.10) 
Mobile Gas Service ($1.50) 
Montana-Dakota Util. (80¢) 
National Fuel Gas (80¢) 
Okla. Natural Gas ($2) 
Pacific Lighting ($3) 
Pacific Pub. Ser. (80¢) 
Rio Grande Valley Gas (5¢) 
Rockland Gas ($1.70) 
Southern Union Gas (70¢) 
Southwest Nat. Gas 
Texas Public Service 
United Gas ($1) 
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Averages 
” ixed Gas-Retail 


Laclede Gas Light (20¢) 
DONTE BS. one sc ccccccccccsene 
National Gas & Elec. (60¢) 

Peoples Gas L. & C. ($5) 

Washington Gas Lt. ($1.50) 


Averages 


Natural Gas—Wholesale & Pipe Line 
El Paso Nat. Gas ($2.40) 
Interstate Nat. Gas ($1.75) 
Missouri-Kansas P. L. ($1) 
Northern Nat. Gas ($1.60) 
Panhandle Eastern P. L. ($3 
Southern Nat. Gas ($1.50) 
Southern Production 

Tenn. Gas & Trans. ($1.40) 

Texas Gas Transmission 
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Averages 


Manufactured Gas Company—Retail 
Birmingham Gas (60¢) 
Bridgeport Gas ($1.40) 
Brockton Gas Lt. ($1) 
Brooklyn Union Gas 
Hartford Gas ($2) 

Haverhill Gas Lt. ($1.60) 
Jacksonville Gas ($1.40) 


Averages 
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Def.—Deficit. wd—When distributed. C—Curb Exchange. O—Over-counter or out-of- 
town exchange. S—N. Y. Stock Exchange. d—December, 1946. ap.—April; j—June; ju.—July; 
s—September; dec.—December, 1947; ja—January, 1948; f—February, 1948. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER 











COMPANIES 
Telephone Companies Recent P-E 
Bell System Price Yield Earned Ratio 

S American Tel. & Tel. ($9) ........2.000- $153 5.9%  $7.28-dec. 21.0 
O Cinn. & Sub. Bell Tel. ($4.50) ........... 74 1 3.85-dec. 19.2 
C Mountain States Tel. & Tel. ($5) ........ 99 5.1 2.95-dec. 33.6 
C New England Tel. ($4) ........eeeeee 86 4.7 4.26-dec. 20.2 
S Pacific Tel. & Tel. ($4) ........eeeeeee 100 4.0 2.80-dec. 35.7 
O So. New England Tel. ($6) ...........6- 114 5.3 3.76-dec. 30.3 

IE a. si ccs cebenccecvens iia 5.2% 26.7 i 

Independents rat 

C: Associated Tel: & Ta, A... cccccccsscoes 84 * Def. 7 f 
S General Telephone ($2) .........eesee 27 74 $2.14-dec. 12.6 ea 
C Peninsular Tel. ($2.50) ........2..200005 47 5.3 6.40-dec 7.3 hol 
O Rochester Telephone ...........0.eeee0s 10 en 47-dec. 21.3 adc 
Transit Companies me 
, Weeeee THRE onc csicccdcccssececs 3 bs Def. wa t101 
oR re ree 13 A Def. adi ma 
(Re Eee LES. 8 ae 10 11.0 1.38-dec 7.2 . 
CP Oe, COU EOE D cece coc ccccccccccce 8 7.5 1.57-dec 5.1 a 
O Dallas Ry. & Term. ($1.40) ............ 13 10.8 3.31-0 3.9 
O Duluth Sup. Tran. ($1) ...........20005 9 11.1 2.75-dec 3.3 at 
CP RS Gee I GE. BSbsccs ccccccccees 12 on Def. es t10: 
O Los Angeles Transit (50¢) ...........0. 5 10.0 84-d 7.2 to 
S National City Lines (50¢) .............. 64 7.7 2.00-d 3.3 in 
GEE WINE c codckeahctbersssengue sees 4 i 3l-dec. 129 § 
PT Pe es rer ee 7 “ss Def. a 
O St. Louis Pub. Ser. A (50¢) .........00. 5 10.0 .37-dec. 13.5 un 
O Syracuse Transit ($3) .....cccccceccece 23 13.1 3.52-dec. 6.5 gr: 
FO OEE co cdcbecccccecesccece 12 ia Def. wa of 
ie EE EO, cane nseccedcdeseeed 6 és .62-dec. 9.7 t 
a” ET” SUED 55.40.45 s60 caceeocscedacte 34 “7 .21-dec, 16.7 a 

MEE... a0 vcnapebeesens danevees 10.2% 8.1 tie 
Water Companies as 
O Elizabethtown Water ($6) ............. 124 48 $8.81-d 14.1 tio 
O Federal Water & Gas ($1.20) ........... 26 4.6 1.32-d 19.7 an 
S Hackensack Water ($1.70) ............. 34 5.0 3.08-dec. 11.0 
O Indianapolis Water A (80¢) ............ 19 42 1.19-dec. 16.0 nu 
O Middlesex Water ($3) ...........eeeee 63 48 5.71-dec., 11.0 
O New Haven Water ($3) .......-0-eeee. 59 5.1 3.34-dec. 17.7 en 
Ce eI NIE fo acscaccecceecces 13 ce A7-s a wl 
O Phila. & Sub. Water (80¢) .............. 21 38 2.63-d 8.0 gr 
O Plainfield Union Water ($4) ............ 80 5.0 4.74-dec. 16.9 en 
O Stamford Water ($1.80) ............... 53 3.4 2.27-dec. 23.4 Cl 

PRIN ish dn cides einseOteweds 4.5% 15.3 fo 
Water Companies—1946-7 Issues 
S Amer. Water Works (60¢) ............ 8 7.5 $0.84-dec 9.5 
O California Water Ser. ($2) ............. 29 6.9 2.70-dec 10.7 
O Ohio Water Ser. ($1.50) ............... 21 7.1 2.21-dec 9.5 
oe. J. to 3 ee eee 33 6.1 2.69-dec 12.3 
O Scranton-Spring Brook (70¢) .......... 10 7.0 91-s 11.0 
O West Virginia Water Ser. ($1.05) ...... 16 6.6 1.38-s 11.6 

PINE 2 in. nd sh said Soden dacdbénens 6.9% 10.8 





Def.—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—N. Y. 
Stock Exchange. d—December, 1946. s—September, 1947. o—October, 1947. dec.—December, 1947. 
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What Others Think 


Annual Reports — 1947 


I N recent years it has been noticeable 
that an increasing number of corpo- 
rations, in diverse lines of business, have 
featured in their annual reports to stock- 
holders a variety of informative data in 
addition to the customary financial state- 
ments. Among utility companies the adop- 
tion of this policy may be noted to a 
marked degree. 

The utilities’ annual reports for 1947 
—two score or more have come to hand 
at this writing—are, with minor excep- 
tions, so attractive and so interesting as 
to provide extremely worth-while read- 
ing. 

Artistic cover designs, illustrations of 
unusual interest, effective charts and 
graphs, and text telling the essential facts 
of the year’s business—all these are fac- 
tors which indicate the alertness of the 
managements of the investor-owned utili- 
ties to the importance of the annual report 
as a medium for fostering public rela- 
tions, as well as a statement of financial 
and other operations. 

Characteristic of this year’s utility an- 
nual reports is the almost universal refer- 
ence to certain conditions and problems 
which, it is evident, have their impact, in 
greater or less degree, on practically the 
entire business-managed utility industry. 
Chief among these may be mentioned the 
following items: 


(1) Unprecedented postwar de- 
mand for service. 

(2) Expansion plans expedited to 
care for this growth, requiring large 
construction expenditures during next 
four to five years. 


(3) Mounting wages and fuel costs 
have reduced net income. 


(4) Importance of maintaining 
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earning power, in order to successfully 
finance extensions on reasonable terms. 

(5) Possibility that rate increases 
may have to be sought to maintain an 
adequate rate of return. 


Aside from the comments upon these 
matters of moment to the entire utility 
industry, each company’s report is dis- 
tinctly individual, not only in its make-up 
but in its discussion of various phases of 
its affairs. To illustrate this individuality, 
several of the reports, picked at random 
from those received, are reviewed below, 
with excerpts of certain passages of 
special interest. 


Fae reviewing these reports several 
thoughts come forcibly to mind. 
The reader is led easily into a clear un- 
derstanding of the company’s achieve- 
ments and problems. Simple reasons are 
given for the success of the utility in 
maintaining service, expanding plant, or 
holding rates in check. When the com- 

any happens to be having trouble of any 

ind, there is an observable tendency to 
take the stockholder and customer into 
confidence with management. 

The decided trend toward popularizing 
the method of presentation is most 
noticeable. This means of course that an 
increasing number of readers are gain- 
ing a knowledge of not only how many 
kilowatts of electricity or cubic feet of 
gas have been produced but how economic 
factors such as inflation affect the wel- 
fare of the company and the community 
it serves. The American enterprise sys- 
tem is described “as it works” in terms 
anyone can understand. 

One practical value to utility execu- 
tives of reviewing a sizable number of 
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reports outside of one’s own immediate 
interest is to glean ideas which may be 
useful on home grounds. As additional 
annual reports for 1947 become availa- 
ble, it is the plan of the ForTNIGHTLY to 
present another review in a later issue. 


Associated Telephone Company, Ltd. 


SSOCIATED TELEPHONE COMPANY, 
Ltp., of Santa Monica, California, 
has included in its annual report some 
interesting features aimed at continuance 
and improvement of the good relation- 
ships now existing with the community 
and with employees. For example, en- 
closed with telephone bills to customers 
is a card announcing that the company’s 
annual report is ready for distribution 
and it will be mailed to any customer 
who signs the card and returns it with 
the payment of the bill. Also, the first 
line of text in the report itself states that 
the information included is for the “in- 
vestors whose money has provided the 
plant and facilities and the working capi- 
tal of the company, the businessmen and 
the residents of the territory served by the 
company, and for the men and women 
of the company whose efforts are devoted 
to the furnishing of telephone service in 
that territory.” On the subject of labor 
relations the president, Edwin M. 
Blakeslee, says in part: 


The company has a recognition agreement 
with the Independent Telephone Employees’ 
Organization, which the company is in- 
formed is affiliated with the Communications 
Workers of America, and which at Decem- 
ber 31, 1947, represented approximately 92 
per cent of the company’s nonmanagement 
employees as their collective bargaining 
agent. As in previous years good relations 
with the bargaining organization continued 
throughout the year and it is gratifying to be 
able to report that the company’s entire em- 
ployee body remained at their work during 
the period of the nation-wide telephone strike 
during April and May, 1947 


The report mentions that the company 
has received a license to construct and 
operate facilities for the purpose of fur- 
nishing mobile teiephone service, through 
the use of radio, to automobiles, busses, 
and trucks. Confidence-inspiring pic- 


tures, charts, and a large map of service 
area are included. 


Cincinnati Gas & Electric Company 


ATE case problems are given a pre- 
dominant position in the annual re- 
port of the Cincinnati Gas & Electric 
Company. President Walter C. Beckjord 
promptly points up major company de- 
velopments in the first paragraph of his 
short but effective letter of introduction 
to the report. He says: 


Three major developments marked our 
operations during the year 1947: 

1. In our rates cases with the city of Cin- 
cinnati, the Ohio Public Utilities Commis- 
sion issued an order providing for an in- 
creased interim gas rate, which should have 
a favorable bearing on the final determina- 
tion of fair and reasonable rates. 

2. Substantial progress was made on the 
gas and electric expansion program begun 
in 1946, 

3. Your company arranged for the sale 
of 204,000 shares of additional common 
—— which was consummated in January, 


In explaining the rate situation Mr. 
Beckjord said that in presenting gas and 
electric rate cases before the commission 
it was the company’s aim not only to 
justify the collected rates, but also to 
“obtain higher rates to compensate for 
mounting costs of labor, coal, and ma- 
terials, and to leave a fair return on the 
increasing investment in plant and facili- 
ties.” 

The report is prepared with public ap- 
peal in mind. Attractive pictures, maps, 
and charts are a feature of the 32-page 
booklet. For example, on the inside of the 
cover is an impressive picture of a statue 
of Abraham Lincoln with small children 
looking up with admiration at the figure. 
Printed above is a Lincoln quotation: 
“Public sentiment is everything. With 
public sentiment, nothing can fail; with- 
out it, nothing can succeed.” 

Successful efforts have been made to 
make the report readable. A table of 
contents guides the reader to his favored 
subjects. Considerable attention is given 
to the subject of expansion and new proj- 
ects. 
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HE company has taken a leading part 

in a program of industrialization 
for the greater Cincinnati area. These 
efforts and the results obtained are pre- 
sented in considerable detail. The general 
objectives of this plan are described as 
follows : 


Your company’s industrial development 
activity is pointed toward two objectives: 
(1) ur industrial engineers constantly 
study the problems of present customers, to 
help improve their methods and efficiency; 
(2) our engineers negotiate with other in- 
dustries which are planning expansion, to in- 
fluence them to locate in the Cincinnati area. 


Two full pages are devoted to em- 
ployee relations. Relations with unions 
are discussed amicably and frankly. 
Various company benefits and employee 
social and recreational activities are de- 
scribed by text and pictures. 


Cleveland Electric Illuminating Company 


HE Cleveland Electric Illuminating 

Company goes on record in its 
annual report as to the possible effect of 
increasing costs on the rate structure. 
Elmer L. Lindseth, president, defines 
company policy in a section of the report 
entitled “Looking Forward.” He says: 


One of the major reasons for the substan- 
tial increase in the demand for electricity is 
its low cost in relation to the high value of 
the services it performs. 

It is the policy of the company to charge 
the lowest possible rates consistent with (1) 
high-grade service to customers, (2) good 
wages and good working conditions for em- 
ployees, and (3) a reasonable return for the 
use of the capital employed in the business. 

By constantly improving economies and 
efficiencies in its operations, the company 
from its beginning has consistently reduced 
rates for service to residential and general 
commercial customers. 

__ Even in the face of the soaring costs dur- 
ing the war and since, the average price of 
electricity supplied for the home, and alsc 
for small business, has been decreasing and 
today is the lowest in our history. 

This is a trend we are applying our best 
efforts to preserve. However, increasing 
costs beyond our control could compel ad- 
justments in rates in order to increase rev- 
enues. At all events, revenues must be kept 
sufficient to support adequate service, to pro- 
vide proper compensation for employees, and 
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also to provide earnings that will enable the 
company to attract more capital to provide 
more service as our customers require it. 


HE company engages in extensive 

activities which are designed to build 
up the area served. The report describes 
two of these activities as follows: 


In support of this campaign the company 
carries on a nation-wide sales program to 
attract industry and business here. Our ad- 
vertising has made the Cleveland-Northeast 
Ohio area known to millions as “the best 
location in the nation” for many industries 
—for oe. distribution, and manage- 
ment headquarters. We provide prospects 
with a confidential, complete location engi- 
neering service.. We also provide this serv- 
ice to local concerns planning to expand. 

As an added tool to demonstrate the supe- 
rior advantages of our area to the people who 
live here, as well as to concerns we seek to 
bring here, the company has sponsored a 
documentary motion picture, produced by 
The March of Time, entitled “OPPORT - 
NITY, the oe of the Best Location in the 
Nation.” This film will be shown to more 
than a million people in our area before the 
end of this year, and also to audiences in 
many other places. 


This company’s report is one of the 
large and increasing number which are 
aimed at popular appeal. The 34-page 
booklet contains many maps, pictures, 
and charts—some in color. 


Columbia Gas & Electric Corporation 


RESIDENT Stuart M. Crocker of 

Columbia Gas & Electric Corpora- 
tion in introducing his annual report ad- 
dresses his letter to the shareholders and 
employees of the system. The introduc- 
tory letter was in a cheerful vein with 
respect to operations and earnings. This 
attitude was qualified somewhat by noting 
the rapidly increasing costs and their 
possible effect on future rates. In this 
connection he said: 


. .. Our operating expenses increased sub- 
stantially, because wages were higher and 
everything we bought more expensive. And 
even then, companies were unable to supply 
us with the materials we needed. And we, 
in turn, were unable to deliver all the gas 
our customers wanted. 

To the extent that these increases in the 
cost of doing business cannot be offset by a 
still greater volume of sales and greater effi- 
ciencies in operations, relief must inevitably 
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“THIS IS MISS LOVELACE—ONE OF OUR BEST LONG-DISTANCE OPERATORS!” 


be sought by applications for increased rates. 
Two years ago, in the annual report for 
1945, we stated that “Public utility rates 
possess no special immunity from the eco- 
nomic laws governing wages and prices in 
general industry.” 


A feature of the method of presenta- 
tion of facts in the report is briefness. 
For example, the first page following the 
introductory letter is entitled “The Year 
1947 in Brief.” The top half of this page 
is devoted to half a dozen vital facts taken 
from the earnings statement. Below this, 
in a combination diagram and text form, 
there are presented six short paragraphs 
dealing with operations, such as gas sales, 
gas reserves, new facilities, and customers 
served. 

On the next page is a pictorial diagram 
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of the system’s income dollar, showing 
source and disposition. The company en- 
gages in large-scale underground gas 
storage operations. These activities are 
described in considerable detail. Some of 
the more pertinent facts given are: 


The gas withdrawn from underground 
storage reservoirs during the winter is re- 
placed during the spring, summer, and fall 
with quantities of gas purchased and pro- 
duced then, which are in excess of the mar- 
ket requirements during those off-peak sea- 
sons. 

On November 1, 1947, the Columbia Gas 
system had 47,000,000,000 cubic feet of gas in 
underground storage. The maximum daily 
quantity which could be withdrawn on that 
sg was approximately 286,000,000 cubic 
eet.... 

Plans have been made to increase gradu- 
ally the quantity of gas in present and new 
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underground storage reservoirs to 116,000,- 

000,000 cubic feet. This will permit the 

withdrawal of 1,100,000,000 cubic feet per 
y. 


The report contains a large 2-page 
colored map of the area served by the 
system, showing the physical properties 
of the corporation’s subsidiary com- 
panies. A section called “Columbia’s 
People” gives data on the number of 
employees and the size of the payroll 
disbursed. Also included in this section 
is a short discussion on personnel policies, 
employee benefits, and safety programs. 
The 30-page booklet contains many pic- 
tures, some of which were the result of 
a Columbia Gas system photo contest. 


Connecticut Light & Power Company 


HE Connecticut Light & Power 

Company emphasizes in its annual 
report the difficulties created by continu- 
ing shortage of equipment, record de- 
mands for electric power, high taxes, and 
advancing prices for most materials. It 
was pointed out that in the past the com- 
pany has been able to give customer rate 


reductions despite gradual increases in- 


costs. C. L. Campbell, president, credits 
this past record to increased use of elec- 
tricity by the company’s customers and 
to improved machine efficiency. How- 
ever, now he reports, “Unfortunately, it 
is very doubtful that these two factors 
can be counted on in the future to ab- 
sorb further increases in cost of operation 
and, if they are unable to do so, it may 
be necessary to raise the service rates.” 

This report makes extensive use of 
maps, pictures, and diagrams in color to 
make the 25-page booklet readable. Type 
is large and doubled spaced to aid the 
eye. Large, clear headings printed on a 
colored background make the various 
subjects discussed easy to locate. 

One of the numerous sections is given 
over entirely to taxes. Some of the state- 
ments made are pointed and startling. A 
few of these follow: 


Our company’s total tax obligations during 
1947 amounted to $5,201,053, as compared 
with wages and salaries of $6,719,264, and 
dividends on the common stock of $4,123,- 
759. Of this amount $3,628,958 was for Fed- 


eral taxes and $1,572,095 for state, town, 
and municipal taxes. 

Most of us are paying higher taxes these 
days and our company pays its fair share 
without complaint. It might be pointed out, 
however, that municipal and Federal power 
systems, which are built with taxpayers’ 
funds, pay no taxes to the Federal Treasury 
and, in many cases, are exempt from pay- 
ment of state and local taxes. 

If by chance our company’s $5,201,000 
tax bill for 1947 had been eliminated, we 
would have been able to give our 188,801 
residential customers free electricity for six 
months of the year. 


A is the case in many public utility 
annual reports, this company gives 
considerable attention and space to em- 
ployee and customer relations. With re- 
spect to rural electrification the report 
States: 


Aided by an improved supply of line-build- 
ing materials, your company in 1947 con- 
tinued to advance its rural electrification 
program as rapidly as possible. During the 
last year, 348 miles of new lines were built 
by the company to serve 2,556 new rural 
customers. 

As an indication of the extent to which 
rural electrification has progressed in Con- 
necticut, statistics compiled by the Connecti- 
cut Public Utilities Commission, revised to 
December 31, 1947, reveal that Connecticut’s 
electric companies must extend only 415 
miles of lines to make electricity available to 
the 495 remaining farms, and 1,090 annually 
and seasonally occupied residences and 
other establishments now without access to 
electric service. 

Connecticut and Rhode Island, in that 
order, lead the nation in rural electrifica- 
tion and have reached this position through 
the efforts of the business-managed, tax- 
paying electric companies working in co- 
Operation with the public utilities commis- 
sion, farm bureaus, and other agricultural 
organizations. Neither the Rural Electrifi- 
cation Administration nor any other Federal 
— agency has been called on for 

nancial or other assistance, the entire cost 
of which would have been borne by the tax- 


payers. 

Other sections of the report are de- 
voted to improvements to property, rela- 
tions with the Federal Power Commis- 
sion, financing, and “the future.” 


Detroit Edison Company 


PTIMISM as to the future is one of 
the main themes in the annual re- 
port of the Detroit Edison Company. 
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Prentiss M. Brown, chairman, and James 
W. Parker, president, see many factors 
pointing toward more business for the 
company which is making preparations 
to handle it. 

This is emphasized throughout the 
annual report and, in a closing special 
section called “Looking Forward,” here 
is the way it is expressed : 


It now takes an abnormally long time to 
obtain delivery of major generating and 
transmission equipment. We must, there- 
fore, plan for anticipated growth of our 
business several years in advance of actual 
need for these facilities. As previously 
stated in this report we have placed orders 
for new equipment which will increase our 
generating capacity about 23 per cent. We 
have started construction of buildings to 
house some of this machinery. We have 
also started work on additional trans- 
mission and distribution facilities needed to 
deliver this added capacity to our custom- 
ers. 

To supplement our additional generating 
capacity, we plan by 1949 to increase our 
present 50,000-kilowatt interconnection with 
the Consumers Power Company to 100,000 
kilowatts and to construct between the two 
systems a second interconnection of equal 
capacity. We expect that these two inter- 
connections will reduce materially the 
amount of reserve generating capacity re- 
quired for the two systems, and thus effect 
a substantial saving for each company. Our 
whole construction program is the largest 
we have ever undertaken. The probable need 
for these additional facilities is evident, 
but we may slow down the work if future 
economic conditions indicate the desirability 
of such action. 


The report states that the company has 
nearly completed the extension of lines 
to all farms desiring service in the terri- 
tory served. This objective has been a 
goal of the company since 1923 when a 
plan was initiated. The report states: 


... It has been delayed somewhat in recent 
years by shortages of materials and man 
pee but should be an accomplished fact in 
948. We believe our company will be 
the first utility serving an extensive rural 
area to have electric service available to all. 
Farm service is good business for us, The 
average farm uses per cent more elec- 
tricity than an urban residential customer. 


EXT Of the report is sectionalized 
with appropriate headings for the 
readers’ convenient reference. Type is 
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clear and large with pleasing white space 
between lines. 

Under a section headed “Utility 
Rates,” management reported that elec- 
tric rate schedules covering high-voltage 
service to industrial and large consumers 
were reduced, with the approval of the 
Michigan Public Service Commission. 
This was worth about $2,000,000 to such 
customers, The year before the residen- 
tial, farm, and small commercial users 
received special discounts during the last 
two months amounting to $1,500,000. 
No similar action was taken in 1947, It 
was found necessary to advance gas rates 
for some types of customers in May, 
1947. Residential space-heating and in- 
dustrial rates were increased about 15 
per cent and rates for commercial space- 
heating service were raised about 20 per 
cent. 

A unique page of the report having 
popular appeal was entitled “How We 
Use Radio.” Radio is considered a good 
load builder, primarily because of the 
very large number of sets in use. Second, 
the company participates in several gen- 
eral programs from the public relations 
angle—“Music for Michigan,” “The 
Hour of Charm,” and “Listening in with 
Jackson.” 

The company is now on the air twice 
weekly with an evening televised news 
broadcast. 


Pacific Gas and Electric Company 


"cae is the forty-second annual re- 
port of the Pacific Gas and Electric 
Company. The make-up of the 40-page 
booklet reflects the dignity of years of 
public service. Art work of the highest 
type relieves the reader from the neces- 
sarily tedious task of reading lengthy 
text. 

The “To the Stockholder” message 
stressed unprecedented activity in 1947, 
favorable earnings, a sharp upturn in 
costs, and a large construction program. 
However, the advance in costs was the 
cause of the following warning by Presi- 
dent James B. Black: ; 


While the company and the industry of 
which it is a part have shown remarkable 
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resistance to the impact of inflation, it ap- 
pears likely that the steady downward trend 
of utility rates in this area has been halted, 
at least temporarily. The course of rates in 
the future must depend upon the extent to 
which mounting costs are offset by continued 
business development and such economies in 
operation as we may be able to effect. 


The introductory message explains the 
power shortage in California. Despite un- 
usual increases in generating capacity 
there are indications that 1948 will be a 
year of critically deficient water supply 
for hydroelectric operations and for 
agricultural purposes. The winter’s 
severe drought has not only reduced the 
amount of hydroelectric power available 
but it has created a large unseasonal ir- 
rigation pumping demand. Hence, re- 
strictions have had to be placed on the 
use of power, as prescribed by the 
California Public Utilities Commission. 
(See page 647.) 

In the main body of the report con- 
siderable emphasis is placed on the impact 
of taxes. A few pertinent excerpts are 
quoted : 


Taxes continued to be the largest single 
item of expense incurred in conducting our 
business. In 1947 they exceeded by more 
than $3,000,000 the wages and salaries paid 
to the 9,000 or more employees who operate 
our properties. 

Taxes amounted to $5.48 for every share 
of common stock outstanding at the end of 
the year. In other words, our common stock- 
holders received in dividends less than two- 
fifths of the amount paid or payable in 
taxes to Federal, state, and local govern- 
ments. 

Previous reports have called attention to 
the gross inequalities in the tax structure aris- 
ing from the continued exemption accorded 
revenue-producing government-owned utili- 
ties. Literally billions of dollars of public 
funds supplied by the nation’s taxpayers or 
obtained from bond issues supported by the 
taxing power, are invested in these projects. 


To further dramatize the impact of 
taxes on the company, there was repro- 
duced in the report a statistical table 
showing the impact by classes and com- 
parisons with the previous year. While 
the amounts shown are impressive, the 
mere list is effective in driving the point 
home. 
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Here is the list shown in the table: 
Local Taxes City and State 
Ad valorem property Sales and use 
Franchise payments Federal Taxes 
State Taxes Corporation income 
Bank and corpora- Electric energy 
tion franchise Unemployment 
Unemployment Old-age benefits 
Other Other 


In the latter part of the report the 
company explained its existing contracts 
with the government-owned Shasta 
hydro power plant of the Central Valley 
project. In 1947, Pacific continued to 
purchase and distribute the entire availa- 
ble output of that plant, well over a bil- 
lion kilowatt hours. The company states 
that it stands ready to take whatever 
additional power the project can deliver 
and to pay for it at rates established in 
the contract in effect since June 26, 1944. 


Pennsylvania Power & Light Company 


M°:: extensive use of popular pres- 
entation, including Reddy Kilo- 
watt, characterizes the 1947 report of 
Pennsylvania Power & Light Company, 
prepared by President Charles E. Oakes. 
Even before the reader arrives at the 
body of the report itself, the importance 
of power interconnections to the company 
and its customers is illustrated by a three- 
quarter page map followed by short in- 
teresting text. The facts given are so 
impressive and educational that they are 
reproduced here in full : 


The company operates its power supply 
system as a part of a large electric power 
pool which, generally speaking, includes 
most of the eastern Pennsylvania, New 
Jersey, Delaware, and Baltimore-Washing- 
ton areas. 

The backbone of the interconnection in the 
Pennsylvania-New Jersey area is the 220,- 
000-volt “ring” tying together the systems 
of Pennsylvania Power & Light Company, 
Public Service Electric & Gas Company, 
and Philadelphia Electric Company. The 
systems of twelve other neighboring busi- 
ness-managed utilities complete the pool. 
Through this pool, interconnecting approxi- 
mately one-tenth of the nation’s entire gen- 
erating capacity, the operations of the vari- 
ous companies’ generating facilities are co- 
Ordinated so as to obtain the lowest over-all 

roduction costs and maximum service re- 
iability. The Pennsylvania-New Jersey- 
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Courtesy, “Snap Shots,” Georgia Power Company 


“NOTHING TO IT—JUST PUT IT ON AND PLUG ’ER IN!” 


Delaware-Maryland power pool in turn is RACTICALLY all of the important 
connected with a similar pool in the New points made in the report are illus- 
York and New England area. trated with charts and pictures. New 


__In 1927, a commission of British techni- record activities were stressed, particu- 
cians studied this important interconnection 


in the process of modernizing and expanding larly new construction plans. 


power supply facilities in England. This perating efficiencies are emphasized 
modernization subsequently resulted in the by describing in simple language certain 
much publicized British grid. important ratios, such as plant invest- 
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ment to annual electric revenue and plant 
investment to system peak load. 

Other points explained were: (1) ex- 
pansion of rural electric lines, (2) neces- 
sity for a rate increase to large users 
which was granted by the state commis- 
sion, (3) the “home-town” characteris- 
tics of the company and its employees, 
and (4) increased operating costs. 


Philadelphia Electric Company 


o effort has been spared by Phila- 
delphia Electric Company and its 
board of directors to make its annual re- 
port attractive to the public. The art work 
is unique and the general tone of the re- 
port is optimistic. For example, in the 
financial summary at the beginning of the 
40-page booklet we find the following 
statement: 

While utility earnings are temporarily 
caught between rising costs on the one hand 
and controlled prices for utility services on 
the other hand, the long-term outlook is for 
continued growth and prosperity. The rapid- 
ly increasing acceptance of “electric living” 
and the continuous development of new la- 
bor-saving devices, for homes, businesses, 
and factories, are indications that the electric 
industry is still young and vigorous, with a 
bright future ahead. 


This same theme is carried over in the 
art work used in the report. An impres- 
sive double-page spread in the center of 
the booklet contains seven black and 
white drawings superimposed on a light 
brown background. Each drawing is in- 
dicative of some phase of the title “Six- 
year Expansion Program to Meet the 
Growing Needs of a Thriving Terri- 
tory !” 

In the center of the spread is brief 
text reading as follows: 


Financing a Bright Future 


The company’s expansion program, begin- 
ning in 1947 and continuing through 1952, 
a enene to cost approximately $235,000,- 


This amounts to more than $100,000 a day 
during the 6-year period. 7 

To finance this program, the company will 
need approximately $105,000,000 of new 
capital during the period 1947-1952, includ- 
ing the $40,000,000 of bond and preferred 
stock financing early in 1 : 

The remainder will be provided from 
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financing that was completed in 1946 as well 
as from reserves and earnings. 


Reading of the report is made easy 
by use of most of the well-known de- 
vices which are of a dignified character. 


Even the letter of the certified public 
accountants is presented in such an in- 


teresting manner that the most casual 
reader might scan one of the two para- 


graphs. 


Southern California Edison Company 


Bene problems of management 
are clearly portrayed in the annual 
report of Southern California Edison 
Company. Most of the activities and op- 
erations of the company are explained 
clearly and at the same time related to 
developments in the economic conditions 
of the area served, the nation, and the 
situation in foreign countries. The presi- 
dent, W. C. Mullendore, explains for ex- 
ample the effect of inflation on capital 
costs. A few excerpts from his discussion 
are enlightening : 


. the current inflation, resulting from 
years of managed money and the monetiza- 
tion of unbelievable national deficits, is now 
threatening to offset, or more than offset, 
with higher capital costs, such gains as were 
achieved in the years of “cheap money.” The 
managed 3 per cent rental for the $200 re- 
quired to set a pole today, in reality, becomes 
high-cost money in relation to the former 
free market rate of 5 per cent for the $100 
required for the same purpose in the past. 
... Now the inflation boom requires new capi- 
tal for plant expansion in unprecedented 
amounts. Since it now takes from $1.50 to 
$2 to buy the labor, materials, and equipment 
which previously could be bought for $1, 
the number of dollars required for the same 
amount of plant is also greatly increased as 
compared with the depression years. Man- 
agement thus is confronted with the fact that 
at a time when the “easy money” policy is 
slipping and the cost per dollar of capital is 
rising, it also happens that 50 per cent to 
100 per cent more dollars are required to buy 
the same amount of plant. 


NCLOSED with the report is a large 
pictorial map in colors showing the 
company’s principal transmission system 
and its three major sources of power. 
The report attempts an appraisal of the 
company’s prospects for the year 1948. 
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Three factors are dominant in the con- 
sideration: (1) drought conditions, 
(2) an expensive frequency change pro- 
gram, and (3) the effects of an expand- 
ing plant, as well as general economic 
conditions. The forecast given is: 


It is not believed that growth in gross 
revenue in 1948 will be sufficient to over- 
come the greatly abnormal fuel costs antici- 
pated for the year and the remaining fre- 
quency change expenses mentioned, Accord- 
ingly, net income for the year is expected 
to decline as compared with 1947. 


Also, considerable attention is given in 
the report to changes in capital structure, 
new capital requirements, plant expan- 
sion, and the impact of taxes upon earn- 
ings. 


Union Electric Company of Missouri 


HE annual report of the Union Elec- 
tric Company of Missouri is aimed 
toward a wide audience and it contains 
many unique features to interest not only 
the stockholders but the company’s em- 
ployees and the communities served. In 
order to attract the more casual reader 
extensive use is made of high-class art 
work in pictures, diagrams, and charts 
reproduced in strong attractive colors. 
Early in the report a full page is given 
to a short “Statement of Policy.” Both 
the content of the statement and its 
physical presentation on the page are of 
interest. As to the presentation, it is most 
readable; printed in fairly large italic 
type on a light green page. Paragraphs 
are short and the lines are double spaced. 
The statement by President J. W. 
McA fee reads: 


We are a business enterprise—dependent 
for success on the high quality and fair price 
of our service; on the skill, courtesy, and 
loyalty of our employees; on the confidence 
of our investors; and on the ability of our 
management to forecast and provide for the 
steadily increasing electric power require- 
ments of our arca. 

In the conduct of our business it is our 
policy to render service of the highest 
quality to our customers—promptly, courte- 
ously, and efficiently—at prices consistent 
with a- policy of paying fair wages and 
affording job satisfaction and security to 
our employees; providing modern facilities 
for our customers’ expanding needs for elec- 
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tric service; and paying a fair return to our 
investors who have provided the funds to 
make such service possible. 

As a private enterprise entrusted with an 
essential public service, we recognize our 
civic responsibility in the communities we 
serve. We shall strive to advance the growth 
and welfare of these communities and shall 
participate in civic activities which fulfill 
that goal ... for we believe this is both good 
citizenship and good business. 

These principles, clearly affirmed and 
honestly carried out, will merit the confi- 
dence and good will of customer and com- 
munity, employee and investor. 


Spe report explains with simple text: 


and numerous diagrams (a) record 
sales, (b) very rapid increase in costs, 
particularly for fuel, (c) a decline in 
net earnings, and (d) the possible effect 
of such rising costs on future rates. A 
few excerpts are pertinent in this 
connection : 


The sharp rise in our “cost of living” de- 
serves special comment. Increases in coal 
prices and wage rates, both of which were 
substantially higher than last year and more 
than 50 per cent higher than in 1940 (the 
last prewar year), already have been dis- 
cussed. They are the major items, but al- 
most all others—such as wire, poles, trans- 
formers, office and building supplies—were 
bought at sharply higher prices... . 

In the future, the price of electricity may 
be more sensitive than in the past to in- 
creases in fuel, wages, and other operating 
costs, including the fixed charges on new 
facilities. 


In a half-page diagram illustrated 
with pen drawings the company said that 
in 1947 the Union Electric system paid 
more than 50 different taxes, totaling 
over $11,300,000, to assist in paying the 
cost of schools, fire protection, national 
defense, highways, government, and 
police protection. At the bottom of the 
diagram was the following footnote: 


The proponents of “tax-free” government- 
owned power projects rarely discuss the 
effect of taxes paid by business-managed 
electric utilities. For example, if Union Elec- 
tric had been able to eliminate taxes, it could 
have supplied free electrical service to all 
of its thousands of farm and home cus- 
tomers for almost nine months in 1947. 


; In a section labeled “Financial Posi- 
tion,” it was pointed out that the property 
account of the system amounted to $640 
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for each of its 456,000 utility customers, 
and $60,000 for each of its 4,930 em- 
ployees. That electric utilities require a 
far greater amount of plant and other 
assets in relation to annual sales than do 
other industries is illustrated by a dia- 
gram. 

It shows that the Union Electric 
system has $5.26 of capital invested for 
each dollar of annual sales. This amount 
compares with 62 cents for the average 
manufacturing industry. 

One unique feature is a double-page 


spread entitled “News Review for 
1947.” It is in the form of a large calen- 
dar with a space of roughly two inches 
square devoted to each month. High-light 
news regarding the company is presented 
in each square with two or three short 
sentences. 

Interesting pictures of company activi- 
ties are scattered throughout most sec- 
tions of the report. Separate sections are 
devoted to the company’s sales activities, 
its department for economic develop- 
ment, and to employees. 





The Price We Pay 


“= is a growing complaint in the Far West that 
eastern Congressmen are deliberately holding back 
western power development by the Federal government, on 
the grounds that it might result in a shift of industries from 
the Atlantic coast to the Pacific coast states. The complaint is 
heard most loudly in states such as Oregon and Washington, 
whose congressional representation is too small to prevail 
against the big delegations from the heavily populated East. 

“That situation is the inevitable consequence of the Fed- 
eral power policy that was started fifteen years ago. The threat 
of unmeetable, subsidized competition and expropriation of 
property virtually stopped power development by private indus- 
try. Entire regions became dependent on the Federal govern- 
ment for dams and other facilities. Local control, local initiative, 
and local pride were lost. 

“Prior to that time, new sources of power were developed 
in the West, and everywhere else, as rapidly as the region could 
absorb the output. Construction was always well ahead of 
demand. Private power companies aggressively sought new 
customers. Investors were eager to put their savings into a stable, 
expanding business. No one had to deal with Congress or some 
‘authority when they wanted electricity. Local money and local 
enterprise, under public regulation, did the job. 

“Now the West is seeing what always happens when cen- 
tralized government becomes the dominant economic and in- 
dustrial factor in our lives. All other parts of our country and 
the rest of the world which have looked to socialized enter- 
prise instead of free enterprise for progress are in the same 
boat. The decisions as to who can have what, and when, are 
made by public officials far removed from the areas of in- 
dividuals affected. That is the tremendous price we pay when 
we surrender our rights and responsibilities to the Socialists.” 

—Excerpt from editorial statement, “Service,” published 
by Kansas Power & Light Company. 
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The March of 
Events 


In General 


ABA Utility Law Section Holds 
Council Meeting 


MEETING of the council of the sec- 

tion of public utility law of the 
American Bar Association was held at 
the Williamsburg Inn, Williamsburg, 
Virginia, early last month. There were 
present: T. Justin Moore, chairman, 
Richmond, Virginia; Ivan Bowen, vice 
chairman, Minneapolis, Minnesota ; Jer- 
rold Seymann, secretary, New York city ; 
Stoddard M. Stevens, New York city; 
David W. Robinson, Jr., Columbia, 
South Carolina; William A. Dougherty, 
New York city; E. Smythe Gambrell, 
Atlanta, Georgia; Kenneth F. Burgess, 
Chicago, Illinois; A. J. G. Priest, New 
York city; Tracy J. Peycke, Omaha, 
Nebraska ; and Francis X. Welch, Wash- 
ington, D. C. 

Frederick G. Hamley of Washington, 
D. C., chairman of the standing com- 
mittee to report on progress of public 
utility law, also was present on invitation 
of the chairman. 

The council noted that since its last 
meeting in December John Bullington of 
Houston, Texas, past chairman of the 
section, had passed away. A motion was 
unanimously approved by the council 
authorizing the secretary to send a letter 
expressing sympathy to Mrs. Bullington. 

E. Smythe Gambrell reported on prog- 
ress made by the special committe on in- 
crease in membership and pledged the 
efforts of his committee to obtain at least 
200 new members so as to bring full 
strength of the section up to 1,000. Prin- 
cipal subject of discussion was the annual 
meeting to be held in Seattle, Washing- 


ton, starting September 6th. After some 
discussion it was finally agreed that there 
would be three sessions: one Monday 
afternoon, September 6th; one Tuesday 
morning, September 7th; and one Tues- 
day afternoon, September 7th. The Mon- 
day afternoon session is to be devoted 
entirely to the report of the standing 
committee to survey and report on de- 
velopments in the field of public utility 
law. This is to be followed by speakers 
representing various industries in the 
utility field as was done at the 1947 meet- 
ing in Cleveland. 

Attorneys representing railroads, 
motorbus, and trucking, communications, 
electric companies, the gas industry, and 
aviation interests are planned to con- 
tribute to this session. 

The Tuesday-morning session is to be 
devoted to the subject “Federal Power 
Commission Regulation in the Natural 
Gas and Electric Industries.” The after- 
noon session will be devoted to the sub- 
ject “Current Developments in Rate 
Making.” Attorneys prominent in their 
representation of telephone, transit, 
and electric utility rate cases are slated 
to take part at the final session. The 
identification of individual speakers was 
left for subsequent announcement, after 
arrangements have been completed by 
council officials working on the program. 
The council adjourned until the next 
regular meeting, scheduled for Seattle, 
Washington, Sunday, September 5, 1948, 
at 4 PM. 


FPC Member Nominated 


HoMAS C, BUCHANAN of Beaver, 
Pennsylvania, was nominated on 
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April 15th by President Truman to be a 
member of the Federal Power Commis- 
sion. A lawyer, Mr. Buchanan was 
named for the post to which Mr. Truman 
originally appointed Burton N. Behling. 
Mr. Behling’s name later was withdrawn. 
Mr. Buchanan’s term on the commis- 
sion would expire June 22, 1952. The 
nomination was sent to the Senate. 


At the same time Mr. Truman recom- 
mended Harrington Wimberly for reap- 
pointment for a new 5-year term on the 
FPC beginning June 22nd. 

Mr. Buchanan, a Democrat, formerly 
served as a member of both the Pennsyl- 
vania Public Service Commission and the 
Pennsylvania Public Utility Commission. 
He is a veteran of World War I. 


Alabama 


Light Bills Cut 


HE state public service commission 
last month ordered commercial rates 
of the Alabama Power Company cut 20 
per cent, effective on bills dated after 
May Ist. Commission President Gordon 
Persons said it would mean a $353,000 
annual saving for 25,824 customers. 
Some will get a reduction of as much as 
25 per cent, Persons said, but the aver- 
age will be one-fifth. 
The commission also directed the 
company to change its rules concerning 
rural commercial rates so that every cus- 


tomer will get the benefit of the lowest 
charge. 

Those whose rates were raised when 
they were transferred from rural to city 
service will get a refund retroactive to 
November 1, 1945, the order specified. 

Another part of the commission’s 
directive ordered the utility to set up new 
rates for apartment buildings where sev- 
eral families use the same meter. Per- 
sons said the apartment owner should 
profit from money the company saves by 
having to read only one meter and collect 
only one bill. 


California 


Power Ration Restrictions End 


Nea California’s drought-cre- 
ated emergency formally ended on 
April 12th, so far as electric power is 
concerned. Robert P. O’Brien, emer- 
gency power director, lifted all manda- 
tory restrictions on use of electricity. 

The suspension of all curtailment was 
temporary, and restrictions may again be 
imposed on June Ist, O’Brien warned, 
if power users become extravagant or if 
one of the numerous unforeseen contin- 
gencies arise. 

Daylight saving, which is not under 
authority of the power “czar,” was not 
affected. Under the law which put day- 
light saving into effect, it can be termi- 
nated before next January only by de- 
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cree of Governor Warren. The governor 
made it plain he has no intention of is- 
suing such a decree at this time. After 
expressing gratification at the removal of 
power restrictions, he sounded this note 
of caution: 

The present relaxation of restrictions is 
dependent upon the continuation of daylight 
saving and the continued use of power from 
southern California. Secondly, it is apparent 
that even if this were a reasonably wet year 
there is serious question as to whether we 
would have sufficient power to serve our in- 
creased population and to attract the new 
industries that are essential for full em- 
ployment. 


He added that the power crisis accen- 
tuated need for completion of the Central 
Valley project and the full development 
of our water and other resources. 
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U. S. Representative Clair Engle, 
Democrat of California, last month pro- 
posed to the House Appropriations Com- 
mittee that an immediate appropriation be 
made for a transmission line to carry 
“waste” power south from the Pacific 
Northwest’s Bonneville system. He said 
the major Bonneville “waste occurs at 
night and during the summer daylight 
hours.” He estimated it at 2,000,000,000 


kilowatt hours of electricity annually. 
(Advocates of new Columbia river dams 
contend they are needed because of an 
actual over-all power shortage in the 
Pacific Northwest.) 

The Congressman suggested the con- 
necting lines would pay for themselves 
in two years by eliminating the use of 
$6,000,000 worth of fuel oil a year for 
producing electricity in California. 


Connecticut 


Companies Unite for Future 
Expansion 


Spy: Connecticut electrical generat- 
ing companies last month laid plans 
for large-scale future expansion of power 
and light production by acquiring 114 
acres and a potential private harbor on 
Long Island sound at Waterford. 

The aim is to avoid duplication of 
facilities and ultimately to reduce con- 
sumer rates. The step was described by 
Samuel Ferguson, president of the 
Connecticut Power Company, as the first 
in the state of Connecticut in which a 
group of electric companies had joined 
to meet a common problem. Beneficially 
affected will be central and eastern 
Connecticut. 

Title to the land, which is located at 
the entrance to Niantic bay, about six 


miles from downtown New London, was 
taken by the Connecticut Power Com- 
pany from the Gardiner estate. The ap- 
proximate purchase price was $460,000. 

The site includes an old granite quarry 
which, it was understood, might easily be 
converted into a private harbor where 
fuel barges to serve the big generating 
plant could safely anchor on a year- 
around basis. The site also will offer 
ample water supplies. 

Mr. Ferguson’s announcement said 
that associated with the power company 
would be the Connecticut Light & Power 
Company and the Hartford Electric 
Light Company. He said several years 
probably would elapse before studies now 
under way can be translated into actual 
construction and his statement gave no 
estimate of the total cost of the completed 
plan. 


Indiana 


Impounded Funds Released 


Be. state on April 15th cleared the 
way for release of $1,382,000 im- 
pounded from the “yellow coupon” rate 
case to Indianapolis Railways. 

The attorney general’s office said it 
had decided against taking an appeal to 
the United States Supreme Court in the 
case which grew out of a state public 
service commission order making transit 
tokens four for 25 cents. The company 
insisted the rate should be three tokens 
for 25 cents. 


During the controversy millions of 
yellow coupons representing the differ- 
ence between the fares were issued by 
the utility. The $1,382,000 would have 
been used to redeem the stubs if the com- 
pany had lost the case. 

Company officials said release of the 
money would prevent “a grave financial 
situation.” They said the money would 
be applied on an $800,000 debt to local 
banks for purchase of 60 new busses last 
fall and $600,000 for purchase of 25 
busses and 10 Marmon-Herrington trol- 
leys to be delivered in May and June. 
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Kentucky 


Gas Company Denied Raise 
HE Taylor-Green Gas Company, 
Tl ae Campbellsville and Greens- 
burg, was denied a rate increase by the 
state public service commission last 
month. The firm sought to raise its 
schedules to yield an additional $10,674 
a year. 
The state commission said the com- 
pany failed to support its application for 


the increase with enough evidence. Fur- 
thermore, the decision said, Campbells- 
ville and Greensburg have established by 
proof that the firm’s service is “grossly 
inadequate.” 

The decision noted that the company 
loses 11.89 per cent of the gas in its lines 
through leakage. This is nearly four times 
as great as the average leakage among 
other Kentucky gas utilities. 


Missouri 


Allowed to Suspend Token Use 


Siem state public service commission 
on April 16th authorized the St. 
Louis Public Service Company to in- 
crease fares through elimination of the 
use of tokens on its streetcars and busses, 
on a temporary or emergency basis, effec- 
tive April 25th. The tokens had sold four 
for 35 cents. 

The order, granting a plea of the com- 
pany for immediate revenue relief be- 
cause of declining business and increased 
operating costs, will be effective pending 
completion of a full investigation by the 
commission, now in progress, to deter- 
mine the rate-making valuation of the 
company and the reasonableness of its 
fares, 

Discontinuance of use of tokens will in- 
crease gross revenues of the company 
about $520,000 a year, it was estimated. 
Taxes will cut this gross increase to about 
$340,000 a year, available toward return 
on the property, it was said. 

The order affected only the sale of 
tokens by the company. It did not change 
the present 10-cent cash fare, or the price 
of weekly and other passes sold by the 
company. 


Gas Service Extension Prohibited 


ee state public service commission 
on April 15th issued an order pro- 
hibiting extension of gas service to cities 
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in southwestern and western Missouri 
whose distributing companies obtain their 
supplies from the Cities Service Gas 
Company. 

The order applies to the subsidiary 
Gas Service Company which serves 
Kansas City, Independence, and St. 
Joseph, and other distributing companies 
obtaining gas from the Cities Service pipe 
lines. Included are the Springfield 
Municipal Gas Company; the Missouri 
Public Service Company serving Sedalia 
and Nevada ; the Missouri Gas & Electric 
operating in Marshall, Lexington, Platte 
City, Weston, Tracy, Richmond, and 
Henryetta; the Carl Junction Gas Com- 
pany and the Citizens Gas Company of 
Orogono. 

The order was made at the request of 
the company. Ben C. Adams, president, 
and M. R. Power, executive vice presi- 
dent, who attended the hearing, said ex- 
periences of last winter and a survey of 
probable peak-day demand for the 1948- 
49 winter indicated a serious fuel short- 
age. 

Prospective domestic and commercial 
customers in eastern Kansas and Mis- 
souri areas, they said, would require an 


estimated 54,161,000 cubic feet of gas 


which the company is unable to supply 
since the 26-inch pipe line from the 
Hugoton, Kansas, field will not be com- 
pleted. 

The only supplementary source avail- 
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able, the applicants said, would be a Cities 
Service pipe line under construction 
which would be able to handle only 
15,000,000 cubic feet a day for new west- 
ern Missouri customers. 

The curtailment, effective immediately, 
will prevent servicing any new customers 
in order that existing supplies will not be 
impaired for present domestic, commer- 
cial, and industrial users. 

The order is temporary, pending find- 
ings at a hearing on the matter at Jeffer- 
son City on May 7th. 


Utility Told to Pay Library Tax 


F  Neteiag ny that a public utility must 
pay the St. Louis county library tax 
was handed down last month by Circuit 
Judge John A. Witthaus at Clayton in a 
test case brought by County Collector 


Willis W. Benson against Union Electric 
Company of Missouri. 

Judge Witthaus ordered the company 
to pay $20,818, including $16,398 tax for 
1946 and interest, commissions, and at- 
torney’s fees. He overruled a company 
contention that general powers of the 
county to tax utilities are not broad 
enough to include the library levy. 

Similar suits seeking about $8,000 for 
1946 were pending against eight other 
public utilities and railroads which re- 
fused to pay the tax. These are the 
American Telephone and Telegraph 
Company, Southwestern Bell Telephone 
Company, and the Wabash, Missouri 
Pacific, St. Louis-San Francisco, Termi- 
nal, Rock Island, and Burlington rail- 
roads. Lawyers for the other companies 
were reported to have agreed to abide by 
the Union Electric decision. 


* 


Nevada 


Contract Resolution Adopted 


ELAY of action by the California 
Public Utilities Commission on a 
proposed contract between the Sierra 
Pacific Power Company and the Pacific 
Gas and Electric Company for supplying 
electric energy to western Nevada points 
was asked in a resolution drawn recently 
during a meeting at Reno of the Reno 
Chamber of Commerce Power Commit- 
tee and representatives from other near- 
by Nevada communities. 

The resolution was adopted after dele- 
gates to the meeting learned that approval 
of the contract by the California com- 
mission would apparently result in west- 
ern Nevada areas receiving power service 
on much the same basis as is now in effect. 

The meeting last month was the first of 


* 


a series designed to investigate possible 
ways and means to improve the power 
supply to this section of the state and 
avoid any recurrence of the recent brown- 
out of the region because of inadequate 
supplies of electricity being available. 

Delegates were told that the pending 
Sierra Pacific-PG&E contract provides 
for the California utility to continue to 
supply the majority of Sierra Pacific’s 
needs for the next sixteen years at least, 
and on completion by the private firms 
of another transmission line over the 
Sierra Nevadas, the contract would be 
extended for in the neighborhood of 
another fifteen years. 

It was urged in the resolution recently 
approved that the commission hold up its 
approval of the contract until surveys 
can be completed in Nevada. 


New’ York 


Rate Adjustment Sought 
HE Brooklyn Union Gas Company, 
which has an application for a gas 
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rate rise of $3,575,000 a year pending be- 
fore the state public service commission, 
recently asked Commissioner Ernest A. 
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Bamman for permission to increase or 
decrease its rates as the cost of fuel is 
raised or lowered. 

Jackson A. Dykman, counsel for the 
company, declared that “there is an in- 
dication that there will be an increase in 
the price of coal because the insatiable 
Mr. [John L.] Lewis [president of the 
United Mine Workers] is not yet satis- 
fied,” adding that that was the reason the 
company sought permission to adjust its 
rates as coal prices changed. 

Back of the petition for a rate rise, 
according to John A. Paterson, comp- 
troller of the company, were increases in 
labor costs, because of wage rises, plus 


the hiring of new personnel, and new 
costs because of extension of facilities 
and higher prices of materials. He esti- 
mated that coal consumption this year 
would cost $464,794 more than last year, 
and that the 1948 coal use would be 
786,940 tons compared with 657,820 tons 
used in 1947, 

The increase asked represents a rise 
of 10 per cent above present rates. The 
company received two temporary in- 
creases last year. The effect on consum- 
ers’ gas bills was an 11 per cent increase 
in rates, and for those who used gas for 
home heating the increase was estimated 
at 31 per cent. 


North Carolina 


Wins Right to Increase Rates 


se. Carolina Power & Light Com- 
pany recently won the right to put 
through a rate increase for its large in- 
dustrial customers, but not as much of 
an increase as the company had sought. 
The state utilities commission said it was 
allowing CP&L to jump its rates for big 
industrial power users, mainly textile 
mills, through the use of a fuel clause. 
Under the clause, the rate increases as 
the company is forced to pay more for 
its coal. 

Carolina Power & Light, through its 
attorneys, had asked for a set increase 
in rates for every 10 cents that the price 
of coal rises above $6 a ton. The com- 
mission, facing objections to the increase 


by 22 textile mills, pegged the base coal 
price at $7 a ton instead. In so doing, the 
commission allowed CP&L a gross reve- 
nue increase of around $458,000 a year 
and a net increase of about $247,000. 
Had the firm’s petition been approved in 
full, the gross increase in revenue would 
have amounted to $858,000 and the net 
increase $470,000. 

The increase was to go into effect im- 
mediately. The commission, however, re- 
served the right to alter its ruling on the 
basis of information furnished it by 
Carolina Power & Light concerning the 
company’s profits. The firm was ordered 
to file with the commission four quarterly 
income statements beginning with last 
March 31st. The statements are to show 
revenue and expenses in detail. 


© 
Ohio 


Emergency Order Upheld 


6 > state supreme court last month 
unanimously upheld the validity of 
an emergency order of the state public 
utilities commission, adopted September 
15, 1947, authorizing the curtailment of 
gas consumption to meet the acute short- 
age of last winter. 
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Action of the utilities commission in 
promulgating the emergency was predi- 
cated upon its exercise of police powers 
for the protection of the health and safety 
of the general public. The decision is re- 
garded as far-reaching in that it takes 
precedence over existing contracts be- 
tween municipalities and utilities for the 
furnishing of gas service. 
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The order adopted by the commission, 
adopted in anticipation of the gas short- 
age, provided that the utilities be pro- 
hibited from supplying natural gas to any 
consumer who already was heating with 
other fuels. 

Suit was instituted by the city of Ak- 
ron against the East Ohio Gas Company, 
and while conceding that the order of the 
commission was “reasonable and neces- 
sary” in the “interest of the health, safety, 
and welfare of the people of Ohio,” the 
city contended that the utilities commis- 
sion had no power to alter or amend its 
gas contract with the East Ohio Gas 
Company. 


Council OK’s Fare Boost 


HE city of Akron and the Akron 
Transportation Company recently 
came to an apparent agreement on a fare 
increase, paving the way for settlement 


of a labor dispute which had kept busses 
off the streets of the city for two weeks, 

Council, in a recessed session on April 
14th, approved an 8-point proposal calling 
for better service, arbitration on new 
service, lighter loads on busses, and ul- 
timately a new-type franchise with the 
company. 

“We had hoped for a more liberal offer, 
but this one is not too bad,” said Ralph 
F, Turner, chairman of the council’s pub- 
lic utilities committee, when he recom- 
mended the proposal to council. 

Law Director Roy E. Browne was di- 
rected to fashion the eight points into 
the form of a franchise amendment. 

The company subsequently refused to 
accept a clause in the city’s proferred 
settlement that would terminate the com- 
pany’s franchise November 30th, at 
which date only a little more than seven 
years of a 15-year franchise would have 
elapsed. 


Pennsylvania 


Fare Suit Dismissal Denied 
SPECIAL 3-judge panel last month 
denied the motion of Philadelphia 

Transportation Company attorneys and 
the state public utility commission for 
dismissal of the city of Philadelphia’s 
suit to revoke transit fare increases which 
went into effect March 21st. 

At the same time, the panel took no 

action on the city’s motion for a pre- 


liminary injunction to halt the fare rise. 

Meantime, the temporary restraining 
order requiring PTC to issue reparation 
slips good for rebates if the rate boost 
is rescinded remained in force. The order 
for the issuance of the rebate slips was 
originally made by Judge Ganey, on 
petition of the city of Philadelphia, after 
the state commission granted the fare in- 
crease without a public hearing. 


Rhode Island 


Utility Bill Introduced 


ENATOR William J. Thompson of 
Cranston, the GOP majority leader, 

in effect served notice on the Democratic 
state administration last month that he 
is not willing to go along with Governor 
John O. Pastore’s proposal to give the 
public utility administrator a year in 
which to render a decision in rate cases. 
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He introduced a bill which merely pro- 
vides that in the event an appeal is taken 
from an administrator’s rate order, the 
rates in the order would apply pending 
a decision on the appeal by the public 
utility hearing board. 

The bill has no retroactive provision, 
and it appeared unlikely that it would 
apply in the present telephone rate case 
in which the telephone company has ap- 
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pealed rates approved by the administra- 
tor. Early last month, the Democratic 
house passed the administration bill giv- 
ing the public utility administrator a year, 
instead of a maximum four months, to in- 
vestigate rate cases. The bill was amended 
from the floor specifically to provide that 


rates recently approved by Administra- 
tor Kennelly for the telephone company 
would take effect pending decision of the 
appeal. 

The present law is not clear as to what 
rates take effect pending appeal from 
Kennelly’s rate order. 


South Carolina 


Santee-Cooper Rehearing 
Denied 


HE Securities and Exchange Com- 
mission recently turned down a 
petition of the South Carolina Public 
Service Authority for a rehearing on the 
proposed sale of the South Carolina 
Power Company of Charleston, to the 
South Carolina Electric & Gas Company. 
The authority (Santee-Cooper) had 
protested a March 26th order of the 
commission that would permit Common- 
wealth & Southern Corporation to sell 
the 800,000 shares of common stock of 
the power company to South Carolina 
Electric & Gas in preference to Santee- 
Cooper. 

Santee-Cooper had protested the pro- 
posed sale to the electric company before 
the state public service commission, SEC, 
and the Federal Power Company, and 


had sought to purchase the power com- 
pany as additional facilities for the pub- 
licly owned authority. 

Meanwhile, Senator O. T. Wallace and 
Mayor William McG. Morrison, both of 
Charleston, who have supported Santee- 
Cooper throughout the hearings, plan to 
carry the issue to the state supreme court. 
They have filed formal notice of inten- 
tion to appeal from Circuit Judge G. 
Duncan Bellinger’s decision upholding 
the public service commission order au- 
thorizing financing proposals of the elec- 
tric company for purchase of the power 
company. 

FPC now has before it the application 
for purchase by the electric company, and 
was reported to be the only agency from 
whom approval must come to enable 
South Carolina Electric & Gas to pro- 
ceed with the acquisition, 


Washington 


Pay Increase Awarded 


A arbitration board last month 
awarded 1,900 Seattle Transit Sys- 
tem coach operators an 8-cent-an-hour 
pay increase. The award boosted pay of 
the operators from $1.42 to $1.50 an 
hour. 

The transportation commission an- 
nounced that “there is a strong possibility 
we will have to have an increase in fares” 
because of the pay raise. Louis K. Lear, 
acting chairman of the commission, said 
an immediate survey had been ordered 
“to determine if a fare increase . . . will 
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give us enough increased revenue to keep 
the system in the black.” 

Before arbitration was begun, both the 
Seattle Transportation Commission and 
the Amalgamated Association of Street 
Electric Railway and Motor Coach Em- 
ployees of America, Division No. 587, 
had agreed to accept the arbitration 
board’s findings. 

The pay increases are retroactive to 
March Ist. 

The award was reached by an unani- 
mous decision of a 6-member arbitration 
board set up March 22nd. Three members 
represented labor and three industry. 
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Progress of Regulation 


Transitory Effect of Telephone Construction 
Program Considered in Rate Proceeding 


Attn increase for the New England 
Telephone & Telegraph Company 
has been authorized by the Rhode Island 
Public Utility Administrator. The new 
rates are planned to produce a return of 
5.6 per cent on a rate base reflecting net 
investment applicable to the intrastate 
portion of the company’s plant. 

Higher wages and higher material 
costs were presented by the company as 
_reasons for a substantial rate increase. 
The administrator thought that the com- 
pany’s estimate of needed revenues was 
overstated. 

The company is engaged in an expan- 
sion program and is converting from 
manual to dial operation. The adminis- 
trator cut down allowances for various 
items, such as maintenance costs, on the 
ground that they represented abnormal 
and nonrecurring expense. Additional 
maintenance expense results from carry- 
ing on operations during the conversion 
program. 

Economies to result from the conver- 
sion program were also considered, and 
the administrator reviewed operating re- 
sults in Rhode Island, New England as 
a whole, and the Bell system throughout 
the country during the period from 1922 
to 1946, inclusive. He saw a striking 
parallel between the situation before and 
after a 1925 telephone rate case and the 
situation and circumstances at present. 
He said: 


Then, as now, the operations of the com- 
pany were widely affected by an extensive 
construction program, which necessitated 


the attracting of large amounts of capital. 
If the present construction program throws 
operating expenses out of gear, it must have 
done so then. If it is causing nonrecurring 
expenses now, it must have done so then. If, 
following this rate case, construction work 
in progress will cause the rate of return 
to grow when the plant goes into service, 
it must have done so during the years after 
the 1925 rate case. If revenues will increase 
and expenses decrease in the near future in 
Rhode Island, they must have done so then. 


In 1924 the reported earnings equaled 
3.3 per cent, while in 1925 (the year of 
a rate increase) earnings jumped to 6.1 
per cent and rose rapidly without inter- 
ruption to 12 per cent by 1929. He said 
that if completion of the construction 
program brought a great increase in 
earnings in the years following 1925, 
the near future should bring a moderate 
increase in earnings. 

He said that it was clear that the ad- 
verse effect of a construction program 
upon operations is transitory and that it 
diminishes and disappears, whereas the 
beneficial effects of expansion soon make 
themselves felt by way of increased 
revenue. 

After discussing arguments for and 
against the inclusion of plant under con- 
struction, property held for future use, 
and miscellaneous physical property in 
the rate base, the administrator included 
50 per cent of these items. 

The administrator ruled that the de- 
preciation reserve should be increased in 
order to restore a portion of the reserve 
deleted by the management of New Eng- 
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land during the year 1921 when Provi- 
dence Telephone Company was merged. 

Western Electric prices for equipment 
supplied to its affiliated operating com- 
pany were rigorously examined. The 
telephone company, said the administra- 
tor, bears the burden of proof as to the 
fairness of these charges. He felt that 
the company had failed to sustain that 
burden. However, it seemed to be im- 
practical to dismiss the application for a 
rate increase because of this. He made 
no deduction from plant account on ac- 
count of Western Electric prices because 
to do so, he felt, it would be necessary to 
act somewhat arbitrarily and without the 
benefit of necessary information. 

The license contract between New 
England and the parent, American Tele- 
phone and Telegraph Company, was also 
examined. The administrator criticized 
payments measured solely on the basis 
of 14 per cent of gross revenue. He re- 
duced the claim for payments under this 
contract with the statement that at least 
15 per cent of the costs for license services 


were properly chargeable to holding com- 


pany activities. 


e 


A substantial amount of the claim for 
relief and pensions was disallowed after 
the administrator stated, among other 
things, that present-day subscribers were 
being asked to bear an operating cost in 
connection with pension payments that 
would have been taken care of in the 
past if the provisions and promises of a 
1913 pension plan had been properly 
honored and fulfilled by the New Eng- 
land Company. 

The company was permitted to place 
in effect an extension of its extended-area 
service. One of the reasons for this was 
the elimination of large expense incurred 
in keeping track of 5-cent and 10-cent toll 
messages. 

The administrator followed an opinion 
of the attorney general holding that he 
was without authority to order the com- 
pany to continue rate discounts to 
municipalities. He followed another 
opinion of the attorney general that it 
would be improper to entertain a request 
by a hospital association for special rates 
to hospitals in the proceeding before him. 
Re New England Teleph. & Teleg. Co. 
(Formal Docket No. 458). 


Competitive Bidding Not Required Where It 
Would Increase Costs 


HE Colorado commission says that, 

while it recognizes the desirability 
of competitive bidding, it has not con- 
cluded that public interest demands that 
this rule be adhered to in all instances. 
Each case should be considered on the 
facts. 

This view was expressed in dealing 
with an application of Greeley Gas Com- 
pany for authority to sell bonds. It ap- 
peared to the commission that the public 
sale method would cost the company con- 
siderably more than if the bonds were 
sold privately to the holder of outstanding 
bonds which are to be retired. The com- 
mission said: 


The price offered and the yield contem- 
plated are favorable, and neither this com- 
mission nor company has any assurance that 
the bond market will be as favorable in the 
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future as it is today. Necessarily, prepara- 
tion of documents and time required for 
investigation by interested underwriters 
would postpone the sale of the proposed 
bonds for a considerable period of time. 
Then, there could be no definite assurance 
as to the price at which the bonds could be 
sold. It would also seem that the society 
which now holds the bonds heretofore issued 
would be more receptive to the new issue 
than would the average investor. The yield 
to the investor is not out of line with yields 
currently obtained from similar bonds re- 
cently sold. 


These are to be first mortgage 4 per 
cent bonds and are to be sold at 100 per 
cent of principal plus accrued interest. 
Maturing bonds are to be payable at par 
and, if called prior to maturity, a 
premium is to be payable of 5 per cent 
if called during the first ten years, 4 per 
cent if called during the second ten years, 
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and 3 per cent if called any time there- 
after before maturity. 

The proceeds are to be used to retire 
outstanding bonds and to provide funds 


e 


for construction, completion, and im- 
provement of facilities. Re Greeley Gas 
Co. (Application No, 9081, Decision No, 
30086). 


Parent Cooperative Corporation Is a 


Public Utility 


AIRYLAND PoweER COOPERATIVE, 

which supplies electricity to twenty- 
four member cooperative associations for 
distribution by them to the public, is held 
by a circuit court of Wisconsin to be a 
public utility. The question as to public 
utility status arose in a labor dispute un- 
der the Wisconsin law forbidding strikes 
by utility employees. 

Judge Reis, delivering the opinion of 
the court, held that the law is unconsti- 
tutional and he prohibited the Employ- 
ment Relations Board from going ahead 
with compulsory arbitration. 

Dairyland’s principal contention to 
sustain its premise that it is not a public 
utility under the compulsory arbitration 
law was that it sells only at wholesale to 
member codperative associations. 

The court did not regard Dairyland’s 
systematized operation as similar to 


Union Falls Power Co. v. Oconto Falls 
(1936) 221 Wis 457—a sale at wholesale 
to one municipality. He said that Dairy- 
land and its member associations consti- 
tute an allied and associated single group. 
The whole link-up reflects one organiza- 
tion, the business of which is to get elec- 
tricity to the public embraced in the mem- 
bership of these constituent associations. 

Rates of the organization have been 
exempted from regulation by the public 
service commission. Dairyland possesses 
no certificate of public convenience and 
necessity and no indeterminate permit. 
The cooperative is not obliged to file a 
state income tax return. The judge did 
not think these facts prevented the or- 
ganization from being classified as a pub- 
lic utility. State ex rel. Dairyland Power 
Codperative v. Wisconsin Employment 
Relations Board. 


e 
Financing Must Be Planned to Avoid Idle Funds 


f= New York commission ap- 
proved the issuance of $5,500,000 
of first mortgage bonds and $3,500,000 
of preferred stock after disapproving a 
request by New York State Electric & 
Gas Corporation for authority to issue 
$10,500,000 bonds and $6,000,000 pre- 
ferred stocks, 

Commission objections to the larger 
issues at this time were based upon criti- 
cisms of items included in proposed capi- 
tal construction program and the reten- 
tion of a large amount in liquid form as 
demand deposits not drawing any interest. 

The construction program submitted 
by the company included items which 
might be chargeable to operating expenses 
or reserves and not to capital funds. 
Cycle changeover, said Chairman Malt- 
bie speaking for the commission, is an 
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operating expense and at most could be 
spread over only a few years. Federal 
income taxes for past years might call 
for cash but would have no place as a 
purpose for which bonds and preferred 
stock might be issued. 

The commission has stated in other 
instances, said Chairman Maltbie, that 
it is the obligation of all utilities to secure 
funds at the lowest possible cost, and to 
allow millions of dollars to lie idle, upon 
which interest is being paid and which 
are not earning any interest, “is not 
thrifty, prudent, or wise.” He continued: 

One way would be for the company to 
issue short-term obligations or make loans 
at the banks which would carry them 


through 1948 or for a considerable period 
in the future and then issue securities and 


pay off the loans. The interest rates would 
appreciably less than the average on the 
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bonds and preferred stock which the com- 
pany proposes to issue and the only offset 
would be a possible increase in interest and 
dividend rates when the loans were funded. 
However, many other companies have fol- 
lowed this practice and are following it now 
which indicates that the plan is not con- 
sidered chimerical or so devoid of merit as to 
be promptly dismissed. 


Another solution, he said, would be 
the use of income beyond $1,000,000 an- 
nually, as proposed, for three years. This, 
he said, was thoroughly practicable as 
shown by large dividends paid to the 
holding company in 1947 and in the first 
two months of 1948. On the question of 
financing methods, he said further: 

... the long-term debt represents at pres- 

ent 59.1 per cent of the par value of capital 

stock and mortgage debt. So far as this 


relationship is concerned, the bonds are legal 
investments for savings banks. The proposed 


financing, if carried out simultaneously or 
practically so, would keep the bonds on the 
legal list by a rather thin margin and, follow- 
ing the experience in other cases, same 
result could be obtained by issuing the bonds 
first and then the preferred stock closely 
thereafter. The advantages of this plan are 
obvious and have been demonstrated in many 
prior issues. If the preferred stock is issued 
first, the bidders at public sale do not know 
what the prior requirements will be as a 
bond issue is to follow, but if the bonds 
are issued first, the prior obligation is then 
established and purchasers of preferred stock 
know what the total obligations are under 
present circumstances. It is believed that the 
usual method should be followed in this 
case. Whatever bonds are to be authorized 
should be sold and immediately thereafter 
if the company wishes, an amount of stock 
See herein, should be offered for 
bids. 


Re New York State Electric & Gas Corp. 
(Case 13468). 


e 


Holding Company Dissolution Approved although Common 
Control of Unrelated Properties Survives 


A™: providing for the dissolution 
of Public Service Corporation of 
New Jersey was approved by the Securi- 
ties and Exchange Commission although 
it did not disturb the combination of elec- 
tricity, gas, and transportation companies 
under common control. The commission 
concluded that dissolution of the holding 
company made inapplicable the literal 
standards of § 11(b)(1) of the Holding 
Company Act. 

It believed the economic and financial 
reorganization standards of § 11 of the 
act to be interdependent. Consequently it 
must weigh policies against each other 
and against the needs of particular situa- 
tions. The holding company had taken 
the position that the requirements of 
§ 11(b) of the Holding Company Act re- 
lated only to its corporate structure and 
not to the continued combination of sys- 
tems rendering electric, gas, and trans- 
portation services. 

The commission observed that the un- 
due complexities in the corporate struc- 
ture of the holding company and its sys- 
tem stemmed mainly from the existence 
of an unnecessary holding company and 


657 


from the characteristics of the numerous 
security issues in the structure, and the 
cross-holdings of these securities within 
that structure. 

The holding company had outstanding 
a large amount of Perpetuals, high divi- 
dend rate noncallable preferred stock and 
common stock. The burden of servicing 
the capital structure of the holding com- 
pany had been borne almost entirely by 
its principal subsidiary. 

The task of the investor in appraising 
his position was rendered unnecessarily 
difficult not only by these numerous layers 
of securities in the system, and the lever- 
age thus injected, but also by the fact 
that there were many cross-holdings at 
the holding company and operating com- 
pany levels. Furthermore, the Perpetuals 
posed further difficulty in that they pur- 
ported to be debt security but lacked the 
fundamental attribute of a debt inasmuch 
as the face amount was never due and 
payable, not even in the event of default 
in payment of interest. 

The large amounts and noncallable na- 
ture of the outstanding securities of the 
companies which collateralize the Per- 
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petuals resulted in substantial loss of 
economies to the operating companies in 
raising capital. The commission said : 
The Public Service system exemplifies 
many of the evils which this commission was 
directed by the act to eliminate. Public Serv- 
ice being a subsidiary of United, these evils 
affect not only the security holders and con- 
sumers of Public Service, but the security 
holders of United as well. Thus, we find that 
the unique character of the Perpetuals, the 
existence of numerous classes and series of 
debt and preferred stocks with varying 
rights, the cross-holdings of securities and 
the numerous layers of securities which 
PEG’s earning must service, render unneces- 
sarily difficult an investor’s appraisal of his 
assets or earnings position at the Public 
Service or United level (§ 1(b) (1)). 


The commission reiterated its con- 
demnation of the presence of senior 
securities issued by holding companies 
where the primary base on which they 
rest is common stocks of operating utili- 
ties, which in turn are junior to publicly 
held senior securities. 

Dissolution of the holding company 
was considered the first step in eliminat- 
ing the complex security structure. Also, 
it was observed that the holding company 
performed no management functions 
which could not be performed by op- 
erating company managements. Elimina- 
tion of the holding company would result 
in system savings. 

An exchange of preference common 
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stock, rather than an all common stock 
program, was believed to preserve the 
greatest value to the security holders. The 
preference common stock, by preserving 
the relative priority in dividends and 
affording opportunity to participate in 
increased earnings at the common stock 
level, would fully compensate the holders 
of preferred stock without requiring the 
allocation of earnings to them as great 
as those which they have been enjoying. 

The commission made it clear that 
standing alone the advantages to be found 
in the preference stock would not con- 
vince it that such securities should be per- 
mitted. Although it believed that a fair 
and equitable plan could be formulated 
without recourse to the securities, the 
indicated position of the parties and par- 
ticipants made remote the likelihood of 
enforcement of any such plan in the fore- 
seeable future. Therefore, it said, it had 
to weigh the attainment of the statutory 
objective of achieving the ends of § 11(b) 
of the act as soon as practicable against 
the possible detriments accompanying the 
lack of compliance with the generally ap- 
plicable standards of § 7 of the act. Its 
discretion was exercised in favor of the 
former. It was believed that the positive 
benefits of the plan far outweighed the 
accompanying detriments. Re Public 
Service Corp. of New Jersey et al. (File 
Nos. 59-86, 54-148, Release No. 8002). 


Membership Corporation May Oppose Extension 
Into Its Unoccupied Territory 


HE supreme court of Indiana has 

decided that the state commission 
cannot authorize an electric company to 
extend its lines into territory of a rural 
electric membership corporation without 
proof that the membership corporation 
is not ready, willing, and able to serve 
at reasonable rates. The court said: 


It is our opinion that as long as REMC 
conducts its business in a frugal manner and 
furnishes adequate service the law forbids 
competitive service by any other public 
utility in its territory. 


The territory involved adjoins a city 
served by the electric company. There 
MAY 6, 1948 


was evidence that this territory would be 
built up and ultimately annexed to the 
city. The court said, however, that there 
is no provision in the Rural Electric 
Membership Corporation Act against a 
membership corporation furnishing elec- 
tricity to a community which in its nature 
is urban if it is outside a city or town in 
excess of 1,500 inhabitants. 

The question whether the membership 
corporation was a public utility was also 
raised. The legislature had granted the 
power of eminent domain and the right 
to use public highways and to monopelize 
the territory wherein it was authorized to 
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operate. This was considered an indica- 
tion that the legislature was attempting 
to authorize the creation of a public or 
quasi public enterprise, as such powers 
could not have been conferred for private 
use. The court continued : 


To hold that said § 55-4409 confers upon 
REMC the right to arbitrarily refuse serv- 
ice or to adopt unreasonable bylaws as to 
membership is not necessary. By electing to 
be organized under this act, and by submit- 
ting to regulation it must be considered that 


REMC has devoted its property to a public 
use and is holding itself out as a public utility. 
In our opinion the entire purport of the 
Rural Electric Membership Corporation Act 
leads to the conclusion that it was for the 
purpose of affording a means of creating a 
public utility corporation such as REMC to 
engage in the electrical energy business, and, 
as it provides, to encourage the “fullest pos- 
sible use of electric energy” in its territory. 


Kosciusko County Rural Electric Mem- 
bership Corp. et al. v. Public Service 
Commission et al. 77 NE2d 572. 


e 


State Commission Refuses to Follow Interstate 
Commission in Rate Case 


ge: application of a freight bureau, 
representing several carriers, for a 
rate increase on intrastate shipments of 
soda ash was rejected by the Lousiana 
commission on the ground that the proof 
was inconclusive. 

The proceeding grew out of a com- 
panion hearing before the Interstate 
Commerce Commission, which had raised 
interstate rates and then proceeded to 
leave it to the Louisiana and Texas com- 
missions to make modifications in ac- 
cordance with their findings as to intra- 
state traffic in those states. 

The carriers relied solely on the record 
in the interstate proceeding and the com- 
mission observed that under such cir- 
cumstances that record must be examined 
critically. 

The commission did not find existing 
rates to be unreasonable, noncompensa- 
tory, or discrimminatory, and then as if 
to shake off the yoke of Federal domina- 
tion stated : 


_Under these conditions, for this commis- 
sion to voluntarily submit to the findings of 


7 


the Interstate Commerce Commission in this 
matter, would be tantamount to abandoning 
its constitutional and statutory duty under 
its state statutes, and amount to usurpation 
by Federal authority of the state’s inherent 
and normal authority to regulate traffic 

wholly within its borders... . 

The commission then applied the pro- 
posed rate to several areas where ship- 
ments would be made and found that it 
would be much more discriminatory than 
the rate currently in force. It found that 
the cost of a 174-mile shipment would be 
21 cents; the cost of a 299-mile ship- 
ment, 22 cents; and the cost of a 692- 
mile shipment, only 29 cents. 

The commission commented : 

The only premise under which such an 
adjustment could be imposed would be the 
frank abandonment of all consideration of 
distance and the open acknowledgement that 
the purpose of this entire proceeding is to 
attempt to equalize, beyond all reasonable 
bounds, geographical locations in violation 
of heretofore honored principles of rate 
making. 

Re Texas-Louisiana Freight Bureau (No. 
4794, Order No. 4779). 


Carrier Operation under Sham Lease Ended 


HE Ohio commission, after inves- 
tigating the activities of several 
motor carriers operating on a lease ar- 
rangement, issued an order requiring the 
carriers to cease unauthorized operations. 
The commission found that several cer- 
tificated carriers had been sending a large 
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number of shipments through an unau- 
thorized carrier which had complete con- 
trol over them until delivery. A verbal 
lease arrangement was described as being 
mere subterfuge, as the operations were 
not under the control of the certificate 
holders either individually or collectively. 
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The fact that the certificate carriers 
divested themselves of any control over 
the shipments was held determinative of 


the true status of the motor transporta- 
tion service being rendered. Re Houtz 
et al. (I and S Nos. 188-190). 


e 


Other Important Rulings 


HE Georgia commission authorized 

a telephone company to increase 
rates for exchange telephone service upon 
conversion from magneto to automatic 
dial service where the proposed rate 
would yield a return of about 3.9 per cent. 
Re Southeastern Teleph. Co. (File 19378, 
Docket 8795-A). 


A request by a warehousemen’s as- 
sociation for a blanket amendment to 
all household-goods carrier certificates, 
so as to establish a uniform definition of 
the term “household goods,” was denied 
by the Pennsylvania commission, which 
held that the advantages of uniformity 
were outweighed by the confusion and 
injustice which the amendment might 
cause. Re Amendment to Rule 201 of 
Truck Regulations. 


The Pennsylvania commission, in dis- 
missing a certificate application, ruled 
that it has no jurisdiction over a transpor- 
tation service in which a carrier proposes 
to carry passengers to and from stores 
on shopping tours at no charge to the 
passenger but for a commission on pur- 
chases made by them at the store. Re 
Sanders (Application Docket No. 
70891). 


The Maine commission authorized an 
electric company to increase its rates so 
as to produce a net earning of 5.2 per cent 
on net capital investment. The decision 
stated that an allowance of practically 
forty-five days’ operating expenses was 
adequate for working capital. Public 
Utilities Commission v. St. Croix Elec- 
tric Co. (FC No. 1272). 
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LEWISTON GAS LIGHT CO. v. ITSELF 


MAINE PUBLIC UTILITIES COMMISSION 


Lewiston Gas Light Company 


Vv 


Itself 


F. C. 1274 
February 26, 1948 


| Spee sorry of proposed increase in gas rates; higher rates 
authorized. 


Valuation, § 293 — Working capital — Money in prepayment meters. 
1. Money in prepayment meters, although not collected until some thirty 
days after deposit, should be considered in estimating working capital of a 
gas utility, p. 146. 


Expenses, § 80 — Work on consumers’ premises. 


2. Profit on sales of merchandise and jobbing should bear the cost of ad- 
justing, repairing, and servicing gas appliances instead of including the 
servicing charge as an operating expense to be borne by customers generally, 
p. 147. 


Rates, § 144 — Relation to cost — Gas. 


3. Gas should be sold at a price to do the seller some benefit, as otherwise 
some consumers must help carry the more favored customers, p. 148. 


Return, § 92—Gas utility. 
4. A return of approximately 6 per cent was considered fair in fixing gas 
rates, p. 148. 


Rates, § 288 — Minimum charge — Gas. 
5. A minimum charge to gas customers is both fair and necessary, p. 148. 


Rates, § 308 — Charge for restoration of service. 
6. A charge for restoration of service is reasonable where service has been 
discontinued for nonpayment of bills, fraudulent use of gas, or any infringe- 
ment of rules and regulations and for restoration of service where any con- 
sumer has service disconnected and restored at the same address within 
any twelve months’ period, p. 149. 


> 


APPEARANCES: W. B. Skelton, By the Commission: On January 
Lewiston, for petitioner; Fernand De- 14, 1948, Lewiston Gas Light Com- 
spins, Corporation Counsel, Lewiston, pany, a corporation existing under 
for city of Lewiston; Israel Alpren, Chap 147 of the Public Laws of 1853 
City Solicitor, Auburn, for city of as amended, set forth that it is a pub- 
Auburn. lic utility engaged in the manufacture 
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and distribution of gas in the cities of 
Lewiston and Auburn. The company 
complained that its present rates were 
inadequate in that they did not pro- 
vide compensation commensurate with 
the cost of service to its customers us- 
ing a very small volume of gas or no 
gas at all; nor commensurate with the 
cost of service to customers using gas 
in the higher brackets; it desired to 
eliminate Class A, Sheet 4, Optional 
Gas Water Heating rate as it was 
using so little as to be practically ob- 
solete; that the charge for restoring 
services made necessary by the acts of 
customers whose meters are removed 
and subsequently replaced be permit- 
ted. 

Hearing was ordered on the peti- 
tion, to be held February 2, 1948, at 
city hall in Lewiston and notice was 
ordered to be given to the parties in- 
terested. At the time and place of the 
hearing, notices were proved to have 
been given as ordered, and the ap- 
pearances noted as above. 

Lewiston Gas Light Company has 
had no major increase in its rates since 
1927. The company has enjoyed good 
management and superintendence, has 
been progressive, constantly sought 
new business, and has rendered very 
satisfactory service. It is one of the 
very few companies in the state of 
Maine which has had sufficient capac- 
ity to take care of all the demands of 
customers. 

It finds itself at the present time 
confronted with increased labor costs, 
larger fuel costs, and costs for mate- 
rials and supplies which it can no long- 
er absorb. The return on the invest- 
ment has reached the vanishing point 
and the company, which is now en- 
gaged in putting in increased gas ca- 
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pacity, comes to the Commission for 
relief. 

An examination of the prior cases 
which the company has had before this 
body reveals that Lewiston Gas Light 
Company started in 1853 and 1854 
has as of December 31, 1947, on its 
books, property representing an in. 
vestment of $1,418,615.95, which sum 
represents as accurately as possible the 
capital assets of the company, giving 
effect to additions and retirements 
which have been made in the due 
course of its operations (see FC 195, 
PURI921A 561, U.566, U.1007, 
U.1422). During its existence, the 
company has accumulated a reserve 
for depreciation of $407,338.97. Con- 
sidering the present condition of the 
plant which is excellent, and its ability 
to render service which is not ques- 
tioned, this sum representing 28 per 
cent of the fixed assets would seem to 
be entirely adequate. In accordance 
with the prevailing custom, the com- 
pany asks for a return on the fixed 
assets, minus the reserve for deprecia- 
tion. 

According to an exhibit filed by the 
company, it is estimated that during 
1948, various additions and retire- 
ments will be made, resulting at the 
end of the year in the fixed assets of 
the company being carried at $1,535,- 
615.98, with a reserve for depreciation 
of $432,197.04. This would leave an 
estimated book value of plant Decem- 
ber 31, 1948, $1,103,418.94. To this 
should be added a sum for working 
capital to arrive at the so-called rate 
base. 

[1] In Exhibit C, the company es- 
timated its operating expenses for 
1948 at $503,000. The company has 
some prepayment meters which it es- 
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timates will produce about $1,700 per 
month. This money does not come 
in until some thirty days after deposit 
but we believe it should be considered 
in estimating working capital. Con- 
sidering all the facts, it would seem 
that $65,000 for working capital 
would be sufficient and we believe that 
a rate base of $1,168,500 is fair and 
equitable. 

[2] The company estimated its 
total operating expenses for 1948 ex- 
cluding Federal income tax, at $503,- 
428.50. The Commission’s engineer, 
Mr. McDowell, has gone over these 
accounts with the cashier of the com- 
pany, Mr. McOsker. Mr. McDowell 
notes that Item 600 “Works Super- 
intendence” for 1948 was estimated at 
$11,910. It appears from investiga- 
tion that the superintendent’s and as- 
sistant superintendent’s salaries to the 
extent of $6,800 are charged to Works 
Superintendence but that about one- 
half of their time is devoted to con- 
struction work. A substantial item of 
$15,991 “Work on Consumers’ Prem- 
ises” appears in the 1948 estimate of 
operating expenses. Work performed 
under this item consists of installing, 
adjusting, and servicing gas appli- 
ances on the consumers’ premises and 
it makes no difference whether the 
appliance was bought from the com- 
pany or anyone else. The cost of in- 
stalling or setting up of appliances is 
included in the purchase price when 
bought from the company and such 
costs are charged to the merchandising 
accounts — Nonoperating Revenues. 
It would seem that this servicing 
charge should not be made so that it 
is borne by the customers of the com- 
pany. Why one customer having a gas 
stove should pay for fixing another 


147 


customer’s gas refrigerator is not clear. 
A customer with a gas water heater 
should not be called upon to help pay 
in a rate for fixing, mending, or re- 
placing appliances of their neighbors. 
Re Potomac Edison Co. (Md 1935) 
7 PUR NS 135, 150. 

In 1947, the company made a profit 
on the sales of merchandise and job- 
bing of $61,512.10. It is fair to all 
consumers that this nonoperating prof- 
it should bear the cost of adjusting, 
repairing, and servicing gas appli- 
ances. It is, therefore, our opinion 
that this item is $13,000 too large as 
carried in Exhibit D. 

Salaries of general officers have in- 
creased from $12,700 in 1946 to $18,- 
700 in 1947, which latter figure in- 
cludes a new assistant manager at 
$6,000. It is understood that the pres- 
ent general manager, who has been 
with the company for many years and 
who is in no small part responsible 
for the excellent service which the 
company has rendered, will retire in 
the not too far distant future and that 
the assistant manager will then assume 
his duties. 

The company figures its reserve for 
depreciation at 2.13 per cent of de- 
preciable assets which is the same 
figure allowed by the United States 
Treasury. According to the records 
available to the Commission, there has 
been but one year (1923) when the 
amount accrued did not exceed the 
amount used. Weare of the judgment 
that this charge to operating expenses 
could be somewhat reduced in estimat- 
ing needed revenues. 

An item for legal services is pro- 
jected at $2,800 for 1948. This 
presumably covers legal fees and ex- 
penses for the present rate hearing, 
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which we hope is nonrecurring. In 
view of past charges, it is our opinion 
that $1,300 annually will provide rea- 
sonable funds for law expense. 

Item 413 (Uncollectible Operating 
Revenues) is estimated at $400 for 
1948. This item in past years has 
been nearer $200 which we consider 
sufficient. 

It is the Commission’s judgment 
that there can be effected a decrease 
in the estimates of the company’s ex- 
penses for 1948 of some $30,000 which 
would be fair and equitable both to the 
company and its customers. Mean- 
while, the costs of fuel have gone up 
some $15,000 to $16,000 over the 
figures submitted, which would in- 
dicate that the net decrease from the 
company’s estimated expenses should 
be some $14,000 to $15,000. 

In other words, to provide the com- 
pany with the funds needed to pay 
operating expenses and taxes, but 
not including Federal income tax, the 
company should have revenues of at 
least $485,000 and must, in addition 
thereto, have funds to pay Federal in- 
come tax and a return to the investors. 

[3] The company estimated that 
with its proposed rate schedules its 
revenues for 1948 would approximate 
$615,800. In its optional rate with 
house heating, a final bracket of 6.5 
cents per hundred cubic feet was pro- 
posed, in its general rate schedule, a 
final bracket of 6 cents per hundred 
cubic feet. An examination of the 
accounts of the company leaves grave 
doubt that it can sell gas at 7 cents per 
hundred cubic feet and make any prof- 
it on the transaction. Production 
expenses in 1947, which include noth- 
ing for transmission, operating ex- 
penses, or return, show a cost of gas at 


6.2 cents per hundred cubic feet. Since 
these figures were submitted, coke has 
increased in cost, oil has increased the 
cost 2 cents per thousand cubic feet of 
gas. Gas should be sold at a price to 
do the seller some benefit, otherwise 
some consumers must help carry the 
more favored customers. We believe 
that 7 cents per hundred cubic feet is 
as cheap as the company can afford to 
sell gas. 

In its original computation as to the 
revenue to be produced, a slight error 
was made by the company. Mr. Mc- 
Dowell, in going over these figures, 
indicates that with the final bracket 
for the sale of gas stopping at 7 cents 
per hundred cubic feet, that in 1948 
the company’s gross income should 
be approximately $621,000. 

[4] In order to provide funds for 
the present Federal income taxes, to 
give the investor a return of approxi- 
mately 6 per cent and to allow funds 
for the operation of the company will 
require a gross income of about $600,- 
000. The rates as filed are expected to 
produce about $621,000. 

[5] If we decrease the minimum 
charge from $1.20 to $1.10 and for 
which the customer can get 200 cubic 
feet, it represents a decrease of about 
$15,000 per annum. The company has 
no minimum charge at present and 
customers who use no gas at all, 
ranged from 658 in February, 1947, to 
268 in June 1947. Without doubt 
many people who have so little use for 
the service will discontinue when a 
minimum charge is placed upon them. 
That such a charge is both fair and 
necessary is unquestioned. How many 
customers will be lost is unknown. It 
may be well in excess of $2,500 per 
annum. 
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LEWISTON GAS LIGHT CO. v. ITSELF 


[6] The company requests a small 
charge for restoration of service which 
seems entirely reasonable. It is, there- 
fore, ordered, adjudged, and decreed 

(1) That Rule K of the Lewiston 
Gas Light Company’s rules and reg- 
ulations be amended to read as fol- 
lows: Rule K. “a charge of $2 will 
be made for restoration of service 
where service has been discontinued 
for nonpayment of bills, fraudulent use 
of gas or any infringement of these 
rules and regulations and for restora- 
tion of service where any consumer 
seasonal or otherwise has his service 
disconnected and restored at the same 
address within any twelve months’ pe- 
riod.” 

(2) That new schedules be filed, 
amending those submitted by having 
the last bracket stop at 7 cents per 


hundred cubic feet. A minimum of 
$1.10 per month for which customer 
may have 200 cubic feet gas. 

(3) In Schedule Class A, Sheet 3, 
Third Amendment, Optional Rate 
(with House Heating) be combined 
with optional rate (with Kitchen 
Heating) so that the same charge shall 
apply for both uses, the last bracket 
being 7 cents per hundred cubic feet, 
same minimum as set in paragraph 
(2). 

(4) Schedule A, Sheet 4 Original, 
known as Optional Gas Water Heat- 
ing Rate, be canceled. 

(5) In other respects said new 
schedules shall not vary materially 
from those filed in this case. 

(6) New rates shall become effec- 
tive March 1, 1948. 





ILLINOIS COMMERCE COMMISSION 


Re Illinois Commercial Telephone 
Company 


33702 
January 29, 1948 


| porns of proposed increase and revision of telephone 
rates; revised rate schedules approved. 


Valuation, § 101 — Accrued depreciation — Inspection method. 
1. The inspection method does not reveal accrued depreciation that actually 


exists in property, p. 152. 


Valuation, § 26 — Additions since prior hearing. 
2. Telephone plant placed in service subsequent to an earlier valuation date 
and during rate proceedings is properly included in the rate base, p. 153. 


Valuation, § 39 — Reproduction cost. 


3. A rate base for a telephone company was fixed by giving effect to cur- 
rent reproduction and other intangible elements of value to the extent perti- 
nent in the case at hand, although the Commission could not put much 
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emphasis on a reproduction cost appraisal in view of the nature of the 
appraisal, including observed depreciation, and the relative recency of an 
increase in prices to current peak levels, p. 153. 


Return, § 26 — Reasonableness — Higher money cost. 


4. The Commission, in fixing telephone rates, must give consideration to 
demands of investors for higher interest and dividends than in the past, 


p. 154. 
Return, § 111 — Telephone company. 


5. A telephone company was held to be entitled to earn a return of 54 per 
cent provided it cquld do so without resorting to rates so high as to cause 
a substantial loss in the number of customers and the usage, p. 154. 


By the Commission: On February 
24, 1947, 68 PUR NS 453, the Com- 
mission entered an order canceling and 
annulling the schedules of rates filed 
by Illinois Commercial Telephone 
Company (hereinafter sometimes re- 
ferred to as “petitioner”) on March 
28, 1946, which schedules set forth 
advances in rates and revisions in rules 
and regulations as stated in the general 
and local exchange schedules of the 
petitioner. In the said order the Com- 
missioner retained jurisdiction of the 
subject matter and the parties hereto 
for the purpose of issuing such further 
order or orders as the Commission 
might deem necessary. 

In said order, the Commission found 
a projected net operating income for 
the year ended December 31, 1946, in 
the amount of $454,547, and that the 
said operating income was sufficient to 
pay interest on the funded debt and 
preferred stock dividends and, in addi- 
tion, to provide $161,734 as return to 
the equity owners, which latter amount 
was 5.67 per cent of the stated value 
of the common stock and advances or 
5.07 per cent if surplus is included. 
The Commission also found that com- 
petent evidence of the present fair 
value of the properties of Illinois Com- 
mercial Telephone Company was not 
available in the record to warrant a 


finding that the said present fair value 
was in excess of its capitalization. In 
its order the Commission noted that 
the chief complaints in the record on 
the part of the objectors are the quality 
of the service furnished and the in- 
adequacies of the equipment. 

On March 22, 1947, petitioner filed 
with the Commission a petition for re- 
hearing, and on April 11, 1947, the 
Commission granted said rehearing. 
On May 14, 1947, petitioner filed a 
motion for temporary increase in rates 
pending final decision in the issue. 

On June 26, 1947, Local Union 
B-—51, International Brotherhood of 
Electrical Workers, and Local Union 
B-702, an unincorporated association, 
upon petition, were granted leave to 
intervene in this proceeding. 

On July 1, 1947, on the evidence 
then before it, the Commission entered 
an order directing the petitioner to 
file as temporary rates effective July 
10, 1947, and thereafter until perma- 
nent rates are fixed by order of this 
Commission, schedules of rates for 
local exchange service requested by 
the petitioner in its schedules filed with 
the Commission on March 28, 1946, 
but ordered and directed that the tem- 
porary schedules filed in pursuance 
with the said order should be so word- 
ed as to continue in effect all free toll 
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service then furnished subscribers of 
the company. 

In its order of July 1, 1947, the 
Commission specifically retained juris- 
diction of the subject matter and the 
parties to the proceedings for the pur- 
pose of fixing permanent rates and for 
the issuance of such further order or 
orders as it may deem meet. 

On July 19, 1947, the objectors filed 
application or motion with the Com- 
mission asking for rehearing and re- 
consideration in connection with the 
temporary order and such motion was 
argued before the Commission on 
July 28, 1947, and the motion was 
subsequently denied on July 29, 1947, 

Hearings in the matter were con- 
tinued subsequent to the issuance of 
the temporary order and following oral 
argument before the Commission en 
banc on December 22, 1947, the cause 
was marked heard and taken and is 
now before the Commission for final 
consideration. 

Since the order of the Commission 
permitted the rates filed by the com- 
pany on March 28, 1946, to be placed 
in effect as temporary rates but denied 
the company the right to discontinue 
any free service to neighboring ex- 
changes, the issues now before the 
Commission appear to be (1) does 
the evidence now of record justify the 
reduction of these rates or their con- 
tinuance as permanent rates, and (2) 
does the evidence of record justify the 
discontinuance of free service between 
the several exchanges as proposed in 
the schedules filed March 28, 1946, in 
whole or in part. 

Witnesses for petitioner presented 
evidence concerning the valuation of 
the physical property on a reproduc- 
tion cost basis. The method of arriv- 
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ing at the valuation is complicated in 
the extreme. Petitioner’s witness pur- 
ported to take an inventory of the prop- 
erty. It was begun in September, 
1943, when the property in 26 ex- 
changes was inventoried. Beginning 
June, 1944, the remainder of the prop- 
erty was purportedly inventoried. 
These records were adjusted by add- 
ing and eliminating recorded changes 
in plant to obtain an inventory of units 
of property as at December 31, 1944. 
The plant superintendent for the com- 
pany testified in support of the ac- 
curacy of the inventory, particularly 
notable—that part of his responsibility 
was to see that no substantial items of 
property were omitted from the inven- 
tory. This inventory was priced by 
unit costs at witness’ estimate of the 
cost of reproduction new as of Decem- 
ber 31, 1944. Subsequently, the in- 
ventory was adjusted by obtaining 
from the company an official list of 
property withdrawn from service and 
placed in service between December 
31, 1944, and December 31, 1946, and 
later for the period January 1, 1947, 
to March 31, 1947. On this basis, 
there was first obtained an appraisal of 
the property in service at December 
31, 1946, appraised at December 
31, 1944, prices. New unit costs 
were derived to represent the opinion 
of the witness of the cost to reproduce 
new at December 31, 1946. These 
unit costs were applied to the units of 
property in the 1944 inventory which 
remained in use on December 31, 
1946, and also to the units of property 
added from December 31, 1944, to 
December 31, 1946. (It is interesting 
to note from this latter calculation that 
the cost of the property added between 
December 31, 1944, and April 30, 
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1946, was $852,713 which was ap- 
praised at December 31, 1946, prices 
at $1,062,907, or an increase of sub- 
stantially 25 per cent.) Witness testi- 
fied that for property added after April 
30; 1946, the actual cost was used. On 
this basis the reproduction cost new of 
the phyiscal property, as at December 
31, 1946, remaining in use on March 
31, 1947, was estimated to be $18,- 
810,501. 

[1] The same witness for the com- 
pany testified that he made a personal 
inspection of the property (which was 
supplementary, however, to the work 
of his staff) to determine the deprecia- 
tion existing as of March 31, 1947, by 
the inspection method. The amount 
of depreciation determined was ap- 
proximately 15.5 per cent of the re- 
production cost new, or $2,913,127. 
Company’s brief points out that the 
witness had testified that 68 per cent 
of the present book cost was installed 
by the company, leaving 32 per cent 
acquired from other companies as 
property in service during 1928, still 
remaining in service. Of the 68 per 
cent only $2,347,000 has been installed 
since 1944. As usual in these cases, 
it would appear that the inspection 
method does not reveal the deprecia- 
tion that actually exists in the prop- 
erty. The witness’ 15.5 per cent com- 
pares with somewhat more than 24 
per cent found by relating the book 
depreciation reserve to the original 
cost new (a ratio that mathematically 
must increase when applied to a repro- 
duction cost base) in a situation in 
which the prospective loss on retire- 
ments of property on an original cost 
basis is expected by the company to 
exceed $1,100,000, in the very near 
future. 


The net depreciated reproduction 
cost of the property, as appraised by 
witness for the company, in service on 
March 31, 1947, was $15,897,374. To 
this the company adds its claim of $79,- 
780 for organization; $400,000 for 
materials and supplies; and $500,000 
for cash working capital, representing 
a total value claimed as at March 31, 
1947, of $16,877,154. Further tes- 
timony on behalf of the company 
claims that its construction work in 
progress will amount to $1,119,972 in 
excess of retirements, that construc- 
tion work not yet in progress but un- 
der commitment will amount to $1,- 
654,487 in excess of retirements, that 
the cost of restoring plant margins 
(i.e., providing a reasonable excess of 
capacity over subscribers’ demands for 
installations) will require $456,198 in 
excess of retirements by December 31, 
1947, and that routine construction 
between April 1 and December 31, 
1947, will cost $326,482 in excess of 
retirements. The company, accord- 
ingly, claims $20,324,293 as the value 
of its property as at December 31, 
1947, on a reproduction cost basis, in- 
cluding organization, materials and 
supplies and working capital, and 
claims an additional $1,100,000 for 
going value. 

Objectors resist the claim for re- 
production cost as evidence of value; 
the inventory as being correct ; the use 
of unit costs as resulting in a valid 
determination and in particular the 
method by which prices were obtained 
and certain substantial amounts of 
property were valued, and urge that 
no allowance be made for going value 
in view of the service rendered and 
the financial condition of the company, 
and that the property be valued as at 
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March 31, 1947, without allowance 
for property not then in service. They 
also stress that the determination of 
the depreciation existing in the prop- 
erty was inadequate and that the 
amount deducted for that purpose is 
insufficient to present the depreciation 
actually existing in this property, es- 
pecially in view of the complaints as 
to service. In addition, they charac- 
terize the entire appraisal as being 
based on hearsay without adequate 
check by the appraisal witness on the 
hearsay statements he accepted. 

[2] The record discloses that the 
original cost new of the property in 
service on March 31, 1947, is estimat- 
ed by the company to be $13,017,443, 
and the depreciation reserve accumu- 
lated as of that date is $3,156,793. 
There is no controversy as to the 
validity of these figures for present 


use, although the Commission’s staff 
has not completed its verification of 
the company’s determination of origi- 
nal cost for submission to the Commis- 
sion, nor has the Commission’s staff 
made any investigation of the deprecia- 


tion reserve. However, the Commis- 
sion is assured that for the purposes of 
this proceeding the two figures may 
be accepted as correct. The company 
claims $850,000 for materials and sup- 
plies and cash working capital. The 
company then claims the addition for 
construction work in progress of $1,- 
451,188, for work under commitment 
$2,386,413, restoring plant margins 
and routine construction since April 1, 
1947, of $494,560 and $480,480, and 
adjusts for the change in depreciation 
reserve projected to December 31, 
1947, by deducting $566,684 as the in- 
crease in depreciation reserve during 
the period. (The cost of property dis- 
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placed was, of course, appropriately 
treated in this computation.) On this 
basis it reaches a claim based on origi- 
nal cost of $14,956,607. Much con- 
troversy exists as to the validity of 
adding the plant claimed by the com- 
pany but which was not in service on 
March 31, 1947. Since December 31, 
1947, has been passed, is would appear 
that a valuation as at that date is in 
order. Of the claims on an original 
cost basis, the Commission is inclined 
to think that since the company col- 
lects a major portion of its revenues in 
advance of rendering service, the re- 
quirement for cash working capital is 
excessive. The claim of the company 
for $850,000 for materials and supplies 
and cash working capital should be 
reduced to $550,000. On this basis 
the original cost valuation of the prop- 
erty is $10,410,650 for property in 
service at December 31, 1947, and 
$14,656,607 for the prospective future. 

[3] Considering the nature of the 
reproduction cost appraisal including 
the observed depreciation, and the rel- 
ative recency of the increase in prices 
to current peak levels, the Commission 
cannot put much emphasis on this evi- 
dence. However, the company is un- 
der the obligation to make the addi- 
tions to plant as testified in the record, 
and the Commission will see that these 
additions are made for the benefit of 
the subscribers. In order to make 
these additions, it is necessary for the 
company to raise additional capital and 
this capital can only be raised if the 
earnings on the capital are sufficiently 
apparent to investors to warrant their 
providing the needed money. The 
Commission is of the opinion that 
giving effect to current reproduction 
and other intangible elements of value 
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to the extent pertinent in the case at 
hand, a reasonable rate base on which 
the company is entitled to earn for the 
next several years should be set at 
$15,000,000. 

[4, 5] The company presented tes- 
timony as to the fair rate of return it 
should be entitled to earn. However, 
much of that testimony runs counter 
to all of the Commission’s experience 
with the financing of public utilities 
under its jurisdiction and with its al- 
lowances for rate of return in other 
rate cases. The Commission, howev- 
er, must give consideration to the fact 
that at the present time the demands 
of investors for interest and dividends 
in order to invest their money in an 
Illinois public utility is somewhat high- 
er than it has been for a substantial 
number of years in the past. The 
Commission is of the opinion that 
a company of this type should be al- 
lowed to earn 54 per cent, provided it 
can do so without being required 
to resort to rates which are so 
high as to cause a substantial loss 
in the number of customers and the 
usage; 54 per cent on a rate base of 
$15,000,000 would require earnings of 
$825,000 per year, after Federal in- 
come taxes. 

The rates now in effect on a tem- 
porary basis have been subject to ac- 
tual experience for a period of three 
months. Based on that three-months’ 
experience, the company reports that 
its net income as recorded on its books 
aggregates $189,800.75, indicating an 
annual income of $759,203. Both the 
company and the objectors begin to 
adjust with this figure. The company 
and the objectors have guessed (the 
word is used advisedly) as to the effect 
of the increase recently granted II- 


linois Bell and a few other factors on 
the toll revenues of petitioner. The 
objectors say that the increase will be 
$141,000 net before Federal income 
tax. The company makes no precise 
estimate, but claims that it will not ex- 
seed $184,862.40. The Commission’s 
staff has made an estimate of these 
factors and it would appear that both 
of these estimates are excessive. The 
company further claims that it should 
be allowed additional expenses of $26,- 
062.40 for additional amortization of 
rate case expense, $46,000 for the cost 
of establishing and maintaining contin- 
uing property records (not as yet or- 
dered by this Commission to be main- 
tained) and $112,800 for additional 
Federal income tax (additional to the 
amount recorded but not additional to 
the actual amount payable based on the 
earnings for a year as estimated). Ob- 
jectors insist that no allowance should 
be made for amortization of rate case 
expense, that the claimed allowance 
for bad debts should be reduced by 
$2,500, that amortization of special 
facilities was completed during the 
year and, therefore, is nonrecurring 
and should be eliminated, and that the 
claim for maintenance, being the 
amount actually expended during the 
period, reflects the catching up with 
maintenance deferred because of war- 
time conditions and the necessary 
maintenance at a normal level due to 
the large construction program and 
should be reduced. With respect to 
the latter, the Commission cannot 
overlook the fact that although the 
maintenance costs are high, they have 
been incurred and they will probably 
remain high for several years in the 
future. In addition, the Commission 
cannot overlook the fact that since the 
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close of the case a severe sleet storm 
has necessitated a very substantial 
amount of maintenance not foreseen. 
The Commission’s experience with 
current maintenance costs on this and 
other companies is such that with re- 
spect to this company it believes that 
the amount of maintenance claimed by 
the company cannot be excessive for 
a period of two years in the future by 
any amounts such as that claimed by 
the objector. The company admits 
that its income is probably fairly meas- 
ured by using the annual amount of 
$759,203 after Federal income tax. 
The Commission believes that the 
earnings will be somewhat in excess 
of that figure, but it appears that there 
is no real prospect that the earnings 
will exceed $825,000 after Federal in- 
come tax. It would appear, therefore, 


that the company’s earnings are slight- 
ly in excess of 5 per cent on the rate 
base on which the Commission believes 
it should be permitted to earn, accord- 
ing to the company’s estimate, and 
somewhat short of 54 per cent on such 
rate base on the Commission’s es- 


timate. The former figure is not so 
low as to constitute an unreasonably 
low return and the latter figure is sub- 
stantially a fair return. It would ap- 
pear, therefore, that the rates now in 
effect as temporary rates except as 
hereinafter noted should be made per- 
manent, and that the company will 
earn a reasonable return and substan- 
tially a full fair return on the fair value 
of its property. 

There appears to be a few instances 
where magneto exchanges are charged 
the so-called “E” of “F” rates de- 
signed for common battery or dial 
exchanges of from 1,501 to 2,500 and 
from 2,501 to 5,000 stations respec- 
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tively because the free toll service fur- 
nished to adjoining exchanges places 


them in the higher rate groups. It 


would appear that these exchanges 
should receive the same rate treatment 
as magneto exchanges of 1,500 sta- 
tions or less in which latter classifica- 
tions magneto rates of 25 cents less 
than the common battery or dial rates 
apply. This will have a negligible ef- 
fect on the revenues of the company 
but would have the effect of correcting 
an apparent discrepancy in the rate 
structure. 

Considerable evidence was present- 
ed in connection with the free service 
points the company proposes to discon- 
tinue and the additional free service 
points the company proposes to estab- 
lish in certain of its exchanges. The 
evidence shows that of the 282 free 
service points where discontinuance of 
service is requested 25 are points to 
which free service has never existed or 
where free service has ceased to exist 
due to abandonment of connecting 
company exchanges and circuits. In 
66 instances a toll charge is in effect 
in the opposite direction. In 185 in- 
stances the company contends that 
there is little community of interest 
between the points as shown by the 
average daily use of the service. The 
number of free service points where 
one or more intermediate exchanges 
are involved in the completion of the 
call is 203. The number of direct 
free service points where elimination 
is requested on the basis of the large 
number of free service points called 
by the exchange, where other free 
service points are proposed, or where 
a dial conversion is scheduled is 54. 
The number of additional free service 
points proposed is 23. During the 
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course of the hearing considerable evi- 
dence was presented by objectors to 
the proposed free service elimination. 
This objection was particularly notice- 
able when the discontinuance of serv- 
ice between exchanges whose areas 
adjoin resulting in subscribers who are 
all in the same vicinity but connected 
to different exchanges paying toll to 
talk with each other. To the discon- 
tinuance of a considerable number of 
the points there was no specific objec- 
tion. 

The Commission having considered 
the evidence of record, the briefs and 
argument of counsel and being fully 
advised in the premises, is of the opin- 
ion and finds: 

(1) That the Illinois Commercial 
Telephone Company is a public utility 
as defined by § 10 of “An Act con- 
cerning public utilities,” as amended, 
and that the Commission has jurisdic- 
tion of the subject matter and the par- 
ties to this proceeding ; 

(2) That the fair value of the prop- 
erty of Illinois Commercial Telephone 
Company, including all elements of 
value tangible and intangible with due 
allowance for immediate prospective 
construction on which the company 
should be allowed to earn is $15,000,- 
000 ; 


(3) That the present annual amount 
available for interest and return under 
the temporary rates authorized by this 
Commission by order entered on July 
1, 1947, is at least $759,203 and no 
more than $825,000, or 5.06 per cent 
and 5.5 per cent respectively on the 
fair value hereinabove found; 

(4) That the rates now in effect 
by Illinois Commercial Telephone 
Company do not result either in an 
excessive return or an inadequate re- 
turn on the fair value of the property, 
and the said rates are just and reason- 
able except as hereinafter ordered and 
should be continued in effect as per- 
manent rates ; 

(5) That the Illinois Commercial 
Telephone Company should be permit- 
ted to discontinue free service to cer- 
tain of the points requested in the 
schedules filed with the Commission 
on March 28, 1946, but that certain 
others should be retained as herein- 
after ordered ; 

(6) That the additional free service 
points proposed in the schedules filed 
with the Commission on March 28, 
1946, should in each instance be made 
effective and the proposed free service 
extended to such points. 
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SENTER v. DAMARISCOTTA-NEWCASTLE WATER CO. 


MAINE PUBLIC UTILITIES COMMISSION 


Edwin Murray Senter 


Damariscotta-Newcastle Water Company 


F. C. 1253 
February 18, 1948 


i OMPLAINT against proposal of water company to charge addi- 
tional minimum meter rate for service to part of a building 
used by a club; complaint sustained. 


Rates, § 314 — Additional minimum charge — Use of premises by club. 
A water company, under a rule prohibiting a customer from allowing others 
to use water obtained through his meter and providing for a minimum meter 
rate for each separate tenement, is not entitled to collect an additional meter 
rate because of the weekly use of a floor in a block by a club when it uses 
only a small amount of water. 


Rates, § 314 — Additional minimum charge — Separate tenement. 
Discussion of the question what constitutes a separate tenement within the 
meaning of a rule providing for a separate minimum meter rate, p. 159. 
Service, § 136 — Restriction to customer — Trivial use by others. 


Discussion of the application of a water company’s rule prohibiting a cus- 
tomer from allowing others to use water obtained through the consumer’s 
meter, particularly where only a trivial amount of water is used by others, 


p. 159. 
Rates, § 288 — Minimum charge — Expense of readiness to serve. 


Discussion of the basis for a minimum charge covering the right to use 
water, with a consideration of expenses and fixed charges justifying a charge 
for readiness to serve, p. 160. 


Rates, § 288 — Minimum meter rate — Rule. 
Discussion of the proper wording and application of a rule of a water com- 
pany providing for a minimum meter rate, p. 161. 
* 


APPEARANCES: E. M. Senter, to this Commission to the effect that 
Damariscotta, pro se; E. L. McLean, the Damariscotta-Newcastle Water 
Augusta, for Damariscotta~-Newcastle Company proposed to charge him an © 
Water Co. additional minimum meter rate for 

By the Commission: On August Water service at his place of business. 
8, 1946, Mr. E. Murray Senter, of He alleged that he occupied a building 
Damariscotta, Maine, made complaint in Damariscotta, the basement, first 
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and second floors of which were used 
in the conduct of his department store ; 
that the third or top floor, which is ac- 
cessible from the second floor as well 
as by a separate entrance, was used as 
a rest room for store employees, and 
on one evening each week it was used 
by the Rotary Club for their regular 
luncheon meeting; that because of its 
use by the Rotary Club the water com- 
pany proposed the additional charge. 
The third floor is equipped with a 
kitchen sink and a stove which are 
used in the preparation, in part at 
least, of the Rotary luncheons as well 
as by the department store employees. 
There is also a toilet on the third floor. 
The entire building is served through 
one water connection and one meter. 

The matter was taken up with the 
Damariscotta-Newcastle Water Com- 
pany which contended that under the 
provisions of Rule 4 of its Rules and 
Regulations, duly filed with this Com- 
mission as a part of its schedule of 
rates and charges, it was justified in 
requiring the payment of an additional 
minimum meter rate for the reason 
that the third floor being so used by 
the Rotary Club must be considered as 
a separate tenement. Rule 4 reads: 


“No consumer shall allow any per- 
son not a part of his household to pur- 
chase, use, take, carry off, or consume 
water obtained through said con- 
sumer’s meter. A minimum meter 
rate shall be required for each owner 
and for each separate tenement wheth- 
er said tenements are under the same 
roof or not.” 

Being unable to effect a settlement 
of the dispute by informal means, the 
Commission, on its own motion, dock- 
eted the matter as a formal case under 
the above number. The respondent 


utility was given notice that if the 
cause of the complaint had not been 
removed at the expiration of seven 
days, a public hearing would be or- 
dered. It appearing, at the expiration 
of the seven days, that the cause had 
not been removed, the matter was as- 
signed for hearing at Damariscotta, on 
March 25, 1947, at 10 o’clock in the 
forenoon. For the convenience of 
parties the hearing was postponed to 
April 24, 1947, at the same place and 
hour. Interested parties were so 
notified and hearing was held pursuant 
thereto. 

E. Murray Senter appeared and tes- 
tified in his own behalf and the Dama- 
riscotta-Newcastle Water Company 
was represented by counsel. Mr. Sen- 
ter testified that the Rotary Club had 
held weekly meetings on the third floor 
of his building for the past ten years 
and not until September of last year 
did the water company attempt to 
charge an additional minimum meter 
rate; that the usual attendance at the 
Rotary meetings was about twenty- 
five; that the Rotary paid him $3.50 
a week to cover expenses ; that a check 
of the water used by the Rotary Club 
had been made for the six weeks, 
March 18, 1947, through April 22, 
1947; and that the total consumption 
for the six meetings was 20 cubic feet, 
or an average of 34 cubic feet per meet- 
ing. Complainant contends that a 
separate minimum meter rate, i.e., $6 
per quarter year, for such a small 
quantity of water would be unreason- 
able. Respondent stated that at one 
time an additional minimum meter 
rate had been applied because of the 
occupancy of the third floor. It ap- 
pears that at the time of such prior 
occupancy the third floor was designed 
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SENTER v. DAMARISCOTTA-NEWCASTLE WATER CO. 


as an apartment and was occupied as 
a place of abode. 

Respondent company, in support of 
its contention that the third floor of the 
Senter building constitutes a separate 
tenement, cites decisions wherein it 
was held that the word tenement, in 
addition to its application to houses 
and other buildings, “signifies every- 
thing that may be holden, provided it 
be of a permanent nature”; that “the 
word often signifies rooms let in 
houses ; also a part of a room, 
as where one occupies one side of the 
room, and another the opposite side, 
or one the front and the other the rear 
which is not infrequent in small 
trades.” Respondent further contends 
that ‘‘a place that is available for rent 
is just as much a tenement as one that 
is actually rented.” It is doubted that 


respondent would assess a minimum 
meter rate for each room let in a house, 
or for each part of a room occupied by 


an individual. If such is the purport 
of Rule 4, the rule may well be unrea- 
sonable and if unreasonable, it is un- 
lawful. To require a minimum meter 
rate for unoccupied tenements the 
same as if occupied would be unrea- 
sonable. It would not appear that 
such occupancy as that by the Rotary 
Club one evening a week has the sig- 
nificance of anything that is held per- 
manently or to the exclusion of others. 
Such use of the third floor of the Sen- 
ter building by the Rotary Club is not 
unlike the holding of such luncheon 
meetings in a hotel dining room. It 
would seem that Rule 4 should more 
properly make reference to tenant, or 
place of business or abode. 
Respondent contends that Rule 4 
can be interpreted only by a reading of 
its entirety; that the first sentence 


159 


shows that a separate minimum was 
intended whenever usage was made of 
water by other than members of the 
consumer’s household. The first part 
of Rule 4, namely, the first sentence, 
in no way authorizes or suggests any 
charge for the usage of water prohibit- 
ed therein. It is purely a prohibitory 
provision, which if applied literally 
might well be unreasonable. Com- 
plainant argues that in view of such 
provision a “consumer” is prohibited 
from as much as giving a glass of 
water to any person not a part of his 
household. Notwithstanding the ab- 
surdity of such a prohibition, respond- 
ent does not oppose that such is the in- 
tent of the first part of Rule 4. 

The second part of Rule 4, namely, 
the second sentence, simply provides 
that a minimum meter rate shall be re- 
quired for each owner and for each 
separate tenement. It does not seem 
to provide any charge for the giving 
of a glass of water or for any usage 
prohibited by the first part, except only 
where another owner or a separate 
tenement is involved. 

It would appear that the two pro- 
visions of Rule 4 were incongruous; 
that they might better be set forth in 
separate rules. The first sentence 
would seem to be too all-embracing, 
and might well be expressed substan- 
tially as, ““No consumer shall supply 
water to another not entitled to the 
use of it.” 

Respondent cites the case of Pejep- 
scot Paper Co. v. Lisbon ([1928] 127 
Me 161, 142 Atl 194) which involved 
the application of one of two schedules, 
one for domestic use and the other for 
industrial. Here, there is but one 
schedule of rates, hence the question 
presented is unlike that in the Pejep- 
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scot Case. Possibly respondent might 
contend that by virtue of the provi- 
sions of the first part of said Rule 4, 
any usage of water other than for 
household purposes is prohibited, but 
it does not appear that such is its 
contention. 

Respondent suggests that the mini- 
mum charge covers the right to use the 
water; that the Rotary Club has the 
benefit of a standby service which is 
sometimes referred to as “readiness-to- 
serve.” We believe any charge for a 
“readiness-to-serve” should be predi- 
cated on those expenses and fixed 
charges which are in a large measure 
the same for all consumers whether 
they use a large quantity of water, a 
small quantity, or none at all. Fixed 
charges are such as interest and de- 
preciation upon the investment in 
meter, service connections, and other 
consumer equipment, also certain op- 
erating costs, such as maintenance and 
repairs to meters and services, and the 
reading of meters, with billing, book- 
keeping, and collection costs. Those 
fixed charges and expenses continue as 
‘long as the meter and service are there 
ready for use. But in this case there 
is no separate service, no separate 
meter, no separate meter reading, no 
separate billing, bookkeeping, or col- 
lecting in connection with the use of 
water by the Rotary Club. It is ob- 
vious that the cost of service to the 
utility when rendered to two or more 
customers through a single meter is 
less than when rendered through 
separate meters. 

Complainant’s Exhibit I, admitted 
without objection, indicates that the 
total amount of water consumed by the 
department store and the Rotary Club 
for the five years ending March, 1946, 


averaged 876.25 cubic feet per quarter- 
year; the average charge per quarter 
(540 cubic feet allowance at $6 plus 
336.25 cubic feet at 80 cents per hun- 
dred cubic feet) would be $8.69. In- 
asmuch as the actual consumption in 
each quarter exceeded the allowance 
under the minimum charge plus that 
used by the Rotary Club, based on the 
afore-mentioned test, it is evident that 
the respondent received payment at the 
rate of 80 cents per hundred cubic 
feet for all water used by the Rotary 
Club. 


The consumption for the quarter 
following March, 1946, was not con- 
sidered for the reason that the meter 
became stuck and the billing was is- 
sued on an estimated consumption as 
set forth in respondent’s letter of 
August 31, 1946, and by stipulation 
made a part of the record. It would 
appear, however, that such consump- 
tion was estimated to be 1,810 cubic 
feet, which amount exceeded any pre- 
vious quarter within five years by 
more than 500 cubic feet, and the 
average quarterly consumption by 
more than 900 cubic feet. This es- 
timated billing would seem to involve 
an overcharge of approximately $5. 

Respondent answered that applica- 
tion of a separate minimum meter rate 
account of the Rotary Club would in- 
clude an additional water allowance of 
540 cubic feet. It is observed, accord- 
ing to said Exhibit I, and the corre- 
spondence made a part of the record, 
that the initial billing to include the 
separate minimum meter rate, i.e., 
September, 1946, billing, failed to 
make any additional water allowance. 
The consumption was 774 cubic feet 
and the charge was $13.87, computed 
apparently as follows: 
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Minimum meter rate $6.00 x 2 
Water allowance 540 cu. ft., balance 
234 cu. ft. @ 80 cents per 100 cu. ft. 


The second sentence of Rule 4 
should be more specific as to the mean- 
ing of “minimum meter rate,” that is, 
it should definitely set forth what addi- 
tional amount of water will be allowed. 
We believe, however, a reasonable in- 
terpretation of this sentence would be 
that 540 cubic feet of water would be 
allowed for each “minimum meter 
rate” assessed. In this connection, it 
is recommended that respondent might 
well adopt the uniform rules and regu- 
lations which are now observed by 
many water utilities. 

On the basis of the Rotary Club us- 
ing approximately 45 cubic feet of 
water per quarter-year and a total 
average quarterly consumption of 
876.25 cubic feet, the application of a 
separate (additional) minimum meter 
rate with an additional water allow- 
ance of 540 cubic feet would result in 
an increase in the present charge of 
approximately $13.25 per year. In 
such case the utility would receive for 
the water used by the Rotary Club ap- 
proximately $8 per hundred cubic feet. 
Under the circumstances presented in 
this case, it would appear that this 


charge for such secondary use of the 
service is excessive and, accordingly, 
it is unreasonable. 

Respondent has endeavored to ap- 
ply in this instance a rule that where 
the facilities are used doubly, double 
charges are to be made therefor. Such 
a rule, which is not uncommon and 
with which the Commission has no 
quarrel, is susceptible of abuse and 
must be applied with sound discretion 
and not where the secondary use of 
the facilities is trivial. 

On the facts, we are of the opinion 
that the water used by the Rotary 
Club is but incidental and not in an 
amount that would transgress the first 
provision of said Rule 4; and that the 
use, by the Rotary Club, of the third 
floor of complainant’s store is not such 
as would justify the assessment of an 
additional “minimum meter rate” un- 
der the second provision of said rule, 
or otherwise. 

Wherefore, it is ordered, adjudged 
and decreed that the Damariscotta- 
Newcastle Water Company cease and 
desist in the application of an addition- 
al “minimum meter rate” in connection 
with the use, as herein set forth, of the 
third floor of said building occupied 
by complainant herein. 
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SECURITIES AND EXCHANGE COMMISSION 


Re Electric Bond & Share Company 


et al. 


File No. 54-51, Application 10, Part E, File No. 59-12, 
Release No. 7982 
February 27, 1948 


PPLICATION filed by attorney for common stockholder re- 
A questing compensation for services rendered in connection 
with plan under § 11(e) of Holding Company Act; granted in 

reduced amount. 


Corporations, § 5 — Powers of Securities and Exchange Commission — Simpli- 
fication of holding company system — Fees and expenses. 

1. The jurisdiction of the Securities and Exchange Commission over fees 
and expenses in connection with simplification plans under § 11(e) of the 
Holding Company Act, 15 USCA § 79k(e), includes power to award 
compensation for services beneficial to the reorganization, the payment of 
which is not specifically provided for by the company and is opposed by it, 
particularly where the company has, in connection with approval of a plan, 
undertaken to pay such fees as are awarded by the Commission, p. 165. 


Commissions, § 51 — Disqualification to render decision — Issue between staff 
and applicant. 


2. The Securities and Exchange Commission is not disqualified from ren- 
dering a decision because members of its staff have taken a position opposed 
to that of an applicant seeking fees and expenses in a reorganization under 
§ 11(e) of the Holding Company Act, 15 USCA § 79k(e), p. 167. 


Corporations, § 24 — Reorganization — Fees. 
3. The Securities and Exchange Commission, in passing on applications for 
fees and expenses, applies the principles followed by the Federal courts 
in cases under § 77B and Chapter X of the Bankruptcy Act, where the 
general rule is that compensation may be paid out of the estate in reorgani- 
zation only for such services as have contributed to the formulation of the 
reorganization plan adopted or to the defeat of a proposed plan, or which 
were otherwise beneficial in the administration of the estate; and in apply- 
ing this rule with respect to compensation for services rendered in con- 
nection with a plan under § 11(e) of the Holding Company Act, 15 USCA 
§ 79k(e), the Commission recognizes that compensation should not be 
paid out of the reorganization estate for activity which is merely duplica- 
tive of the work of others and does not represent a real contribution to the 
reorganization process, p. 168. 

Corporations, § 24 — Reorganization — Fees. 
4. The ultimate test, in considering the amount of compensation to be 


awarded an applicant in a proceeding under § 11(e) of the Holding Com- 
pany Act, 15 USCA § 79k(e), is the measure of the benefit conferred by 
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his activities, and ‘among subsidiary considerations are the time properly 
required to be spent on the matter for which compensation is sought and 
the difficulty of the problems involved, p. 170. 


APPEARANCES: Israel Beckhardt 
for the applicant; Reid & Priest, by 
Ralph McDermid, for National Power 
& Light Company ; Simpson, Thacher 
& Bartlett, by Benjamin C. Milner, 
for Electric Bond and Share Com- 
pany; David Ginsburg, for the Public 
Utilities Division of the Commission. 


By the Commission: This pro- 
ceeding concerns an application filed 
by Israel Beckhardt, an attorney for 
a common stockholder of National 
Power & Light Company (“Nation- 
al”), requesting compensation for 


services rendered by him in connection 
with a plan (designated as Part E of 
Application 10) filed under § 11 (e) 


of the Public Utility Holding Com- 
pany Act of 1935, 15 USCA § 79k 
(e) (“the Act”) jointly by National 
and its parent, Electric Bond and 
Share Company (“Bond and Share”), 
both registered holding companies. 
That plan provided for the settlement 
of certain claims involving Bond and 
Share and its wholly owned service 
company subsidiaries, Ebasco Serv- 
ices, Inc., and Phoenix Engineering 
Corporation, on the one hand, and 
National, its subsidiaries and certain 
of its former subsidiaries, on the other 
hand. Our order approving the plan, 
as amended, reserved jurisdiction over 
all fees and expenses to be paid in con- 
nection therewith except certain fees 
specifically provided for in the plan.’ 
Thereafter Beckhardt filed this appli- 
cation requesting that we approve pay- 


ment by National of fees and expenses 
to him in the amount of $75,000. 

After appropriate notice a hearing 
was held. Beckhardt filed a brief in 
support of his application, and briefs 
opposing the application were filed by 
Bond and Share, by National, and by 
the Public Utilities Division of the 
Commission. Applicant filed a reply 
brief, and we heard oral argument. 
Upon the basis of the entire record, 
the briefs and oral argument, we make 
the findings and reach the conclusions 
set forth below. 

The circumstances leading up to the 
formulation of the amended plan 
which we approved are set forth at 
length in our findings and opinion ap- 
proving the plan,* and we repeat here 
only so much as is necessary to assess 
the part played by applicant in the 
formulation of and the proceedings on 
the plan. 

In May, 1940, proceedings were in- 
stituted by this Commission pursuant 
to § 11 (b) (2) of the Act and re- 
sulted in the issuance by us of an order 
directing the dissolution of National. 
Subsequent to the institution of those 
proceedings, stockholders of National 
brought eight derivative actions in the 
courts against Bond and Share. These 
actions were based principally on the 
alleged illegality of service charges 
made by Bond and Share’s subsidiary 
service companies during the period 
from December 1, 1935, the effective 
date of the registration provisions of 
the Act, to April 1, 1938, the date of 





1Re Electric Bond & Share Co. Holding 
Company Act Release No. 6663, May 27, 1946. 


163 


2 Ibid. 
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registration by Bond and Share, and 
alleged infirmities in Bond and Share’s 
holdings in National arising out of 
alleged mismanagement and breach of 
fiduciary duties by Bond and Share. 
In one of these cases, in which the 
complaint alleged the illegality of 
service contracts between service com- 
pany subsidiaries of Bond and Share 
and operating subsidiaries of National 
and petitioned for the refund of pay- 
ments made during the period in ques- 
tion, the court held that the allegations 
set forth a cause of action and, in re- 
manding the case for trial on the mer- 
its stated that it did not then pass up- 
on whether the amount recoverable 
should be the full consideration, as 
claimed by the plaintiff, or only the 
difference between the consideration 
and the value of the services ren- 


dered.® 


In September, 1945, as one step in 
a comprehensive program for its dis- 
solution and the distribution of its 
assets, National filed a plan for the 
settlement of all claims against Bond 
and Share, including and based prin- 
cipally on the claims asserted in the 
eight pending stockholders’ derivative 
actions. The plan as originally filed 
called for the payment by Bond and 
Share to National of $525,000, which 
proposed settlement resulted from ne- 
gotiations between counsel in the 
stockholders’ actions and Bond and 
Share, and between National and 
Bond and Share. The basis of the 
proposed settlement appears to have 
been the estimated amount of Bond 

8 Goldstein v. Groesbeck (1944) 142 F2d 
422, cert. den. (1945) 323 US 737, 89 L ed 
590, 65 S Ct 36. The parties in several of 


the other actions stipulated that they would 
be bound by the outcome of the Groesbeck 
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and Share’s profits on the service 
charges, stated to be approximately 
$492,000, plus an amount calculated 
to reimburse National for its expenses 
incident to a settlement of the claims, 
At the hearings held on this original 
plan, cross-examination by counsel for 
our Public Utilities Division, devel- 
oped the following points : 

(1) In computing the estimated 
profit figure of $492,000, which 
formed the basis of the proposed set- 
tlement, the allocation of cost of serv- 
ices as between domestic and foreign 
operations was not determined from 
actual records but was predicated on a 
cost study for three months (January 
1, 1938, to April 1, 1938) of the pe- 
riod in question. That study indicat- 
ed that 70 per cent of the total ex- 
penses of Ebasco Services, Inc. was 
applicable to its domestic operations 
and 30 per cent to foreign, and this 
70-30 ratio was used to allocate do- 
mestic costs for the entire period from 
December 1, 1935, to April 1, 1938, 
However, only 62 per cent of the total 
funds collected by Ebasco over the lat- 
ter period was derived from domestic 
operations, 38 per cent arising from 
foreign operations, and had a 62-38 
ratio been used to apportion expenses 
between domestic and foreign opera- 
tions, domestic costs would have been 
lower and the profits correspondingly 
higher. 

(2) In estimating profits on the 
service charges to National’s subsidi- 
aries, Federal income taxes had been 
deducted as an expense. Profits would 
have been larger had they been com- 
puted before such taxes, 

(3) No specific allowance was made 
in arriving at the settlement figure for 
interest on the profits received by the 
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Bond and Share service companies. If 
a right to receive such interest by Na- 
tional and its subsidiaries were recog- 
nized, a larger settlement than that 
proposed in the original plan would 
have been indicated. 

Following the hearings and discus- 
sions with the staff the applicants 
amended the plan so as to provide for 
an increase of $225,000 in the amount 
of the proposed payment by Bond and 
Share to National, making the total 
payment $750,000 instead of the 
$525,000 originally proposed. In ap- 
proving the amended plan providing 
for the payment of the larger sum, we 
specifically stressed the three points 
mentioned above. 


Objections to Commission’s Jurisdic- 

tion and Qualification 

[1] Applicant in his application 
and brief, and in oral argument, has 
raised the preliminary objections that 
this Commission has no jurisdiction 
to pass on the question of what fees 
and expenses should be paid him in 
connection with the plan,* and that in 
any event we are disqualified from 
passing on his fee because a major 
issue in the case is the relative con- 
tributions made by him and the staff 
of our Public Utilities Division to the 
amendment of the plan and the staff 
has opposed his application. Appli- 
cant thus presents the inconsistent po- 
sition of applying for relief from us 


while at the same time denying our 
jurisdiction and competency to pass 
on his application. However, we have 
determined to pass not only on his 
objections, which we believe should 
be overruled, but also on the merits of 
his request for compensation. 

In his attack on our jurisdiction to 
pass on his fee, applicant has argued 
that the only provision in the Act 
which confers any power to pass on 
fees is that contained in the last sen- 
tence of § 11 (f), which relates to 
fees in connection with reorganiza- 
tions and liquidations of registered 
holding companies or their subsidiar- 
ies which are the subject of proceed- 
ings in a Federal court, and that that 
sentence indicated a congressional in- 
tent that our jurisdiction over fees in 
any § 11 proceeding be limited to the 
granting or withholding of approval 
of the payment of such fees as the com- 
pany may desire voluntarily to pay. 
We cannot agree that the provisions 
of § 11 (f) indicate any lack of our 
power to pass upon fees in § 11 (e) 
reorganizations or imply any distinc- 
tion in such cases between fees which 
the company desires to pay and those 
to which the company is opposed. 

In the case of Re Engineers Pub. 
Service Co.® we discussed the question 
of our jurisdiction over fees and ex- 
penses which we have exercised over 
a long period of time in connection 





*Prior to filing the instant application, 
Beckhardt brought an action in the United 
States district court for the southern district 
of New York seeking to recover $75,000 from 
National as compensation for his services. In 
April, 1947, the district court ordered that 
that action be held in abeyance until after 
a determination by this Commission. Beck- 
hardt then filed the instant application and 
also appealed from the district court’s order 
to the circuit court of appeals for the second 
circuit. The latter court on November 20, 
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1947, dismissed the appeal on the ground that 
the district court’s order did not involve any 
determination of plaintiff's claim of a conflict 
of jurisdiction between this Commission and 
the district court but amounted to merely a 
temporary continuance and was not a final 
judgment from which an appeal could be taken. 
Beckhardt v. National Power & Light Co. 
(1947) 164 F2d 199. 

5 (1946) Holding Company Act Release No. 
7041, 66 PUR NS 414. 
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with § 11 (e) plans. We there held 
that, although § 11 (e) contains no 
specific provision relating to fees and 
expenses, the Act does confer on this 
Commission the power and obligation 
to supervise fees and expenses in con- 
nection with § 11 (e) plans. In that 
case we pointed out that the “fair and 
equitable” standard which we must 
apply in approving a § 11 (e) plan 
necessitates such supervision, not only 
to carry out the duty of insuring 
against overreaching through payment 
of excessive fees, but also to afford an 
assurance that interested persons who 
contribute to the exploration of perti- 
nent issues and the development of a 
plan or otherwise benefit the estate 
will receive fair compensation so that 
such participation on their part will 
not be discouraged. We also referred 
to the express grants of authority over 
fees and expenses contained in §§ 7, 
10, and 12 of the Act, 15 USCA 
§§ 79g, 79j, 791, which relate to sales 
and acquisitions of securities, and 
pointed out that those provisions in- 
dicate an intent that power over fees 
and expenses exists as well under § 11 
(e), since practically every § 11 (e) 
plan involves in some manner the ex- 
change, issue, distribution, alteration 
or cancellation of securities. Congress 
could not have intended that we super- 
vise fees in connection with a § 11 (e) 
plan only if and to the extent that they 
relate to particular securities transac- 
tions which are within the purview of 
§§ 7, 10, or 12, for it would be im- 
possible to segregate in every case the 
services performed in connection with 
each segment of a plan or appraise 
their value without considering the 
plan in its entirety. We further found 
that the foregoing considerations in- 
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dicated that the supervision of fees in 
connection with § 11 (e) plans is in 
the public interest and necessary for 
the protection of investors; and that 
accordingly § 11 (e), in expressly 
providing that plans may be submitted 
for our approval “In accordance with 
such rules and regulations or order as 
the Commission may deem necessary 
or appropriate in the public interest or 
for the protection of investors,” per- 
mits us to act by order to exercise ju- 
risdiction over the matter of fees. 

We find nothing in the legislative 
scheme to indicate that Congress in- 
tended to limit our power over fees in 
connection with § 11 (e) plans solely 
to such fees as are proposed by the 
management. We think rather that it 
is in keeping with the Congressional 
intent in authorizing us to hear and 
pass upon these plans for corporate 
reorganization that we have the power 
to encourage adequate representation 
of all interests and full exploration of 
the issues in such reorganizations by 
assuring payment of adequate fees to 
all interested participants who request 
compensation from the reorganization 
estate for services in aid of or benefi- 
cial to the reorganization process. We 
find no support for the assertion that 
our power in that regard is dependent 
on whether or not the management, 
which may have had an interest op- 
posed to or been for other reasons not 
in sympathy with the services per- 
formed by such participants, does or 
does not itself see fit to make provi- 
sion for such compensation or sup- 
ports or opposes payment of such com- 
pensation. In any event, there can be 
no question in the present case as to 
our jurisdiction over fees which are 
not specifically requested or are op- 
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posed by the company because the 
company in carrying out the plan un- 
dertook to pay such fees in connection 
with the plan as we should award.® 

For the above reasons, we believe 
it is clear that we have the power and 
obligation to supervise fees and ex- 
penses in connection with § 11 (e) 
plans, and to determine whether and 
in what amount fees and expenses 
should be paid to applicant in connec- 
tion with the present plan. 

[2] With respect to applicant’s con- 
tention that this Commission is dis- 
qualified from rendering an impartial 
decision on the merits because a major 
issue is raised between him and the 
staff of the Public Utilities Division, 
we believe applicant has misconceived 
the status and the role of the staff in 
proceedings before us. 

The interested Division of our staff 
is a party to proceedings before us,’ 
and in the course of its participation it 
is free to and often takes a position in 
support of or in opposition to a pro- 
posal or contention presented in the 
proceedings. When it does so, its 
views do not necessarily represent the 
views of this Commission but are rath- 
er asserted in its capacity as one of the 
parties to the proceedings.* In such 
case the Division’s views are consid- 
ered by us together with those of all 
other participants in arriving at our 
independent determination of the is- 
sues presented. 

In the present case we have given 
careful consideration in deciding the 


question before us to the briefs and 
arguments of applicant, National, Bond 
and Share, and the staff, and have 
weighed the respective contentions re- 
specting the participations and contri- 
butions which are alleged to have 
brought about the amendment of the 
plan. That one of the issues is wheth- 
er or not the staff’s efforts alone pro- 
duced that result does not in our 
opinion render us disqualified to pass 
upon the conflicting contentions pre- 
sented. 

In exercising our quasi-judicial 
functions, it has been our practice, 
both before and after the adoption of 
the Administrative Procedure Act, to 
provide for a clear separation of func- 
tions in any contested case where the 
staff has taken a position. In such 
cases, members of the interested Divi- 
sion have no part in our deliberations 
incident to decision or in the prepara- 
tion of our findings and opinion. In- 
stead, our opinion writing office, act- 
ing entirely independently of the 
interested Division and responsible 
directly and solely to us, assists us in 
preparing our findings and opinion.® 
This practice of insulating the deci- 
sional process from the activity of the 
staff of an interested Division which 
has taken an adverse position has been 
followed in this case. 

For the foregoing reasons, we find 
no basis for the objection that has been 
raised to our qualification to pass up- 
on the merits of the present applica- 
tion. 





‘Our approval of the plan was expressly 
conditioned upon National’s undertaking to 
pay such fees “as are approved, allocated, or 
awarded by this Commission.” Holding Com- 
pany Act Release No. 6663, pp. 14, 16, May 
27, 1946, 

‘Rule XVII of our Rules of Practice pro- 
vides, inter alia: 

me Except to the extent that these 
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rules provide otherwise, the interested Divi- 
sion of the Commission shall be deemed a 
party to all proceedings.” 

8 Cf. Re The Commonwealth & Southern 
Corp. (1945) Holding Company Act Release 
No. 5825, 59 PUR NS 65. 

®See Re American & Foreign Power Co. 
Cog Holding Company Act Release No. 
7815, 72 PUR NS 322. 
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The Merits of the Application 
A. Applicable Standards 


[3] In passing an applications for 
fees and expenses, we have applied the 
principles followed by the Federal 
courts in cases under § 77B and Chap- 
ter X of the Bankruptcy Act,’ where 
the general rule is that compensation 
may be paid out of the estate in reor- 
ganization only for such services as 
have contributed to the formulation 
of the reorganization plan adopted or 
to the defeat of a proposed plan, or 
which were otherwise beneficial in the 
administration of the estate." In ap- 
plying this rule with respect to com- 
pensation for services rendered in con- 
nection with a § 11 (e) plan, we have 
recognized that compensation should 
not be paid out of the reorganization 
estate for activity which is merely 
duplicative of the work of others and 
does not represent a real contribution 
to the reorganization process.” Ac- 
cordingly, our inquiry here is whether 
applicant’s services contributed to the 
formulation of the plan or were other- 
wise beneficial to the reorganization. 


B. Nature and Extent of Applicant’s 
Activities : 
Applicant represents an individual 
stockholder of National who in 1944 
requested him to look into the ques- 
tions involved in the stockholders’ de- 
rivative actions which were pending 


in the courts. In the early part of 
1945, he studied the files in those cases 
and this Commission’s public files and 
discussed the proceedings before us 
with members of the staff. He took 
no formal action, however, until after 
he was informed that the plan provid- 
ing for payment of $525,000 had been 
filed with us, and that we were to hold 
a hearing on such plan on January 3, 
1946. Thereupon, in December, 1945, 
he filed a motion to intervene in one 
of the pending derivative actions. 
The district court denied the motion 
on the ground that he would have an 
opportunity to urge his contentions at 
the hearings before this Commission.” 
Applicant appeared at hearings held 
before us on January 3 and 4, 1946, 
at which he raised objections to the 
jurisdiction and qualification of this 
Commission to pass on the claims be- 
tween National and Bond and Share 
and contended that the amount of the 
settlement then proposed was inade- 
quate because the courts had not yet 
determined that the appropriate meas- 
ure of damages with respect to the 
claims was the amount of net profits 
involved in the service charges. He 
also moved for intervention as a party 
in the Commission proceedings if they 
were not to be dismissed. .This mo- 
tion was denied by the hearing officer, 
who granted applicant limited partici- 
pation, including the right to make a 





10Re The Laclede Gas Light Co. (1947) 
Holding Company Act Release No. 7260, 68 
PUR NS 60; Re Columbia Gas & E. Corp. 
(1944) Holding Company Act Release No. 
5460, 57 PUR NS 475; Re The United Teleph. 
& Electric Co. (1940) 7 SEC 809. 

11 Section 243 of the Bankruptcy Act of 
1938, 11 USCA 643; Re Porto Rican Amer- 
ican Tobacco Co. (1941) 117 F2d 559. 


18 See Re Columbia Gas & E. Corp. supra, 
note 10, 57 PUR NS at p. 484: 


“Where, however, the person seeking a fee 
has acted for an individual security holder it 
is the latter who should bear the cost, and not 
the estate, except to the extent that the claim- 
ant is shown to have materially contributed 
to the development of the plan, the progress 
of the proceedings or the welfare of the ¢s- 
tate.” 

See also Re The Laclede Gas Light Co. 
supra, note 10. 

8 Karlsberg v. Maloney, Civil, File No. 14- 
381, US Dist Ct. 
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statement of his position, to examine 
and cross-examine witnesses, and to 
introduce evidence. 

At the January, 1946, hearings, 
counsel for the Public Utilities Divi- 
sion by detailed and specific cross- 
examination of the management’s 
witnesses developed the three major 
questions above referred to regarding 
the adequacy of the proposed settle- 
ment, and requested the proponents of 
the plan to submit additional exhibits 
giving more detailed information on 
these points. Applicant thereupon 
cross-examined the management’s wit- 
nesses. His cross-examination as a 
whole dealt with the same matters that 
had been theretofore developed and he 
did not raise new questions of any sig- 
nificance. At the end of the hearing 
applicant restated his position that the 


proposed payment of $525,000 was in- 


adequate. He requested and was 
granted an adjournment for the stated 
purpose of giving him an opportunity 
to obtain the services of an accountant 
to study the record and prepare testi- 
mony on the fairness of the proposed 
settlement so that he could present 
more specific grounds of objection. 

At the adjourned hearing, held on 
February 1, 1946, applicant introduced 
the testimony of an accountant who 
had made an examination of the record 
theretofore developed and had ob- 
tained certain data from officials of 
Bond and Share. The accountant’s 
testimony covered in general the same 
ground already covered by counsel for 
the Public Utilities Division, and ex- 
hibits prepared by him presented the 
same material as that covered by ex- 
hibits submitted by proponents of the 
plan on their own initiative and in re- 
sponse to the requests made by counsel 
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for the Public Utilities Division. The 
computations differed in only one sig- 
nificant respect from those previously 
made; they used a different formula 
for determining the allowance for in- 
terest on the profits of the service com- 
panies, and arrived at an interest figure 
approximately $100,000 larger than 
had been calculated in any of the ear- 
lier exhibits. 

After the February, 1946, hearing, 
the proponents of the plan conducted 
informal discussions with the staff, 
and in April 1946 filed the amendment 
to the plan increasing the amount of 
the proposed settlement to $750,000. 
At a hearing on the amended plan held 
in April, 1946, applicant withdrew his 
objections to the jurisdiction and 
qualification of the Commission to pass 
on the plan and to the fairness of the 
plan as amended, but requested oral 
argument on his application for inter- 
vention as a party to the proceedings. 
After oral argument, we approved the 
amended plan, but denied the request 
for intervention on the ground that 
the participation allowed applicant 
was not inadequate for the protection 
of his interests. 

It is clear from the record that ap- 
plicant did not originate the three 
grounds of attack on the adequacy of 
the $525,000 payment originally pro- 
posed, and that his cross-examination 
and direct evidence were almost en- 
tirely repetitions of the matters cov- 
ered by others. Duplication is too 
often an incident of reorganizations 
and certainly any compensation to one 
who retraces ground covered by an- 
other, must be adjusted accordingly.™ 
The issue here is whether, in spite of 





14See Re The United Teleph. & Electric 
Co. (1940) 7 SEC 809, 815. 
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the admitted duplication of effort, ap- 
plicant did make a contribution to the 
formulation of the plan for which he 
should be compensated. 

Applicant was the only participant 
to take the position on the record in 
the hearings before us that the pay- 
ment of $525,000 originally proposed 
was inadequate. National and the at- 
torneys for the stockholders in the 
derivative suits which were being 
settled had already agreed that $525,- 
000 was a fair settlement. Thus, oth- 
er than applicant, no one appeared in 
the proceedings to assert opposition to 
the proposed settlement on behalf of 
National’s stockholders. 

Viewed against this background, we 
believe that applicant’s active partici- 
pation in the hearings in opposition to 
the $525,000 settlement originally pro- 
posed, his cross-examination of wit- 
nesses and production of testimony, 
even though largely a duplication of 
matters brought out by cross-exami- 
nation by the staff, was of some as- 
sistance in the formulation of the plan 
for a $750,000 payment. His efforts 
appear to have been one of the factors 
which led Bond and Share to agree to 
the larger payment. The increase to 
$750,000 did not give full effect to all 
three of the points raised in the hear- 
ings, but was essentially a compro- 
mise. Absent applicant’s opposition, it 
is possible that a lower compromise 
figure falling within the permissible 
range of fairness could have been pro- 
posed and approved. In this connec- 
tion, the testimony and exhibit of 
applicant’s witness indicated an allow- 
ance for interest on the service charge 





15 The staff, of course, appeared and assist- 
ed in the development of the record but at this 
stage it took no position on the adequacy of 
the proposed settlement. 
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profits which was approximately 
$100,000 more than the interest figur 
shown in the proponent’s exhibit sub. 
mitted at the request of the staff. The 
influence of this on the final settlement 
is not susceptible of exact measure. 
ment, of course, but taken together 
with the other factors mentioned, jus. 
tifies a finding that applicant was of 
some assistance in inducing the com. 
pany to submit an amended plan in. 
creasing the settlement figure by 
$225,000. 

Under all the facts and circun.- 
stances of this case we believe that ap- 
plicant has made a sufficient contribu. 
tion to the attainment of the plan as ap- 
proved to warrant the payment of some 
compensation to him by National. 


C. Amount to Be Paid Applicant 

[4] Applicant has asked that he be 
awarded $75,000 on the theory that 
he was solely responsible for the $225, 
000 increase in the amount of the pro- 
posed settlement and that one-third of 
that increase is a reasonable fee. 
Without expressing any opinion as to 
what would be a reasonable fee had 
applicant been solely or primarily re- 
sponsible for this contribution to the 
plan, we believe the findings we have 
made and the points we have discussed 
above clearly indicate that $75,000 is 
grossly excessive in this case. 

In considering the amount of com- 
pensation to be awarded an applicant, 
the ultimate test is the measure of the 
benefit conferred by his activities. 
Among subsidiary considerations are 
the time properly required to be spent 
on the matter for which compensation 
is sought, and the difficulty of the 
problems involved.” 


16 See Re The United Teleph. & Electric 





Co. supra, note 14, 7 SEC at pp. 814, 815. 
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Although we have found that ap- 
plicant did make some contribution to 
the formulation of the plan, it is clear 
that his work largely duplicated that 
of the staff, and that his independent 
contribution was of minor impor- 
tance. In addition, since the staff 
originated and developed the three 
points of attack on the original settle- 
ment, less time was properly required 
by applicant to cover the same ground 
and the difficulty of the problems in- 
volved was minimized. Applicant 
testified that he did not keep records of 


the time he spent on these matters. 
He gave 500 hours as a rough esti- 
mate, without itemizing the time spent 
with respect to particular work done. 
In view of the nature of his services, 
we do not believe that anything like 
500 hours can properly be regarded 
as having been spent on work for 
which he should be compensated out 
of the estate. Under all the circum- 
stances, we conclude that an allowance 
of $2,000 represents reasonable com- 
pensation to applicant in this case. 
An appropriate order will issue. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Eau Claire Valley Telephone Company 


2-U-2528 
December 30, 1947 


PPLICATION of telephone company for authority to increase 
i \ rates; granted. 


Discrimination, § 90 — Rates — Concessions to stockholders. 
1. Application of a lower rate to stockholders than to nonstockholders is 


discriminatory, p. 172. 


Service, § 294 — Telephone connections — Burden of cost. 
2. A small rural telephone company which finds it difficult to raise capital 
may require subscribers to pay for the lateral circuit from its main line, 


p. 172 


Service, § 158 — Conditions — Purchase of stock. 
Statement by Wisconsin Commission that a person is entitled to service 
from a rural telephone company at reasonable rates even though he has re- 
fused to purchase stock as requested, p. 172. 


By the Commission: The Eau 
Claire Valley Telephone Company, 
Route 1, Eau Claire, on October 22, 
1947, filed an application with the 
Commission for authority to increase 
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rates. Notice of investigation and 
hearing and assessment of costs was 
issued on November 4, 1947. 


APPEARANCES: Eau Claire Valley 
Telephone Company, by Frank G. 
72 PUR NS 
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Volkman, president, and Edward F. 
Volkman, lineman and repairman. 

The applicant is a small rural tele- 
phone company with seventeen sub- 
scribers, nine of whom are stockhold- 
ers. The company does not own a 
switchboard, and its subscribers are 
switched by the Wisconsin Telephone 
Company at the latter company’s Eau 
Claire exchange. 

This application was precipitated by 
a complaint of one of the subscribers 
who is not a stockholder. The com- 
plainant stated that the company re- 
quired him to build his own stub line 
to meet the main pole line and that 
nonstockholders were required to pay 
a higher rate than stockholders. The 
Eau Claire Valley Telephone Company 
admitted that it charges nonstockhold- 
ers $1.75 per station per month and 
stockholders $1.25 per station per 
month. In defense of this differential 
it was pointed out that costs of service 
were in excess of $1.75 per station per 
month and that it had been necessary 
in recent years to make a stock assess- 
ment which resulted in stockholders 
actually paying more than $2 per 
month per station. Furthermore, it 
was claimed that all subscribers since 
the organization of the company had 
been required to pay for the lateral ex- 
tensions from the main line to reach 
the premises of the subscriber. 

[1] Applicant now desires the Com- 
mission to authorize a uniform rate of 
$2.50 per station per month to apply 
to both stockholders and nonstock- 
holders and to set up an extension rule 
based upon the present practice. 

The Commission has ruled in sim- 
ilar cases that it is discriminatory to 
apply a different rate to stockholders 
and nonstockholders. Stockholders 


are entitled to a reasonable dividend if 
earned. Compensation for furnishing 
capital should be obtained in the form 
of a dividend and not as a rate rebate, 

It is difficult for small telephone util- 
ities to raise sufficient capital to make 
extensions, particularly when appli- 
cants for service refuse to purchase 
stock in the company. The complain- 
ant referred to above refused to buy 
stock when requested to do so by the 
officers. However, complainant has 
no legal obligation to purchase such 
stock and is entitled to service at rea- 
sonable rates even though he has re- 
fused to purchase stock as requested. 

It is also difficult to determine the 
actual costs of service of small 
switched-line companies because: (1) 
maintenance may be deferred for sev- 
eral years and then completed in one 
year, (2) labor may or may not be 
donated depending on the good will 
and available spare time of the sub- 
scribers, (3) depreciation accruals are 
very rarely set up, and (4) the annual 
report does not furnish much detail. 

We have therefore used average ex- 
penses for comparable small rural 
switched lines in setting up an esti- 
mated income account. The estimated 
annual income account which includes 
revenues under the proposed rate is 
shown below : 


Exchange revenues ..........0.2eee0e: $510 
Operating expenses 
PF cciedibacainsandeisebagenren 120 
OEE ee ee ene 30 
Cee CIES bis cod ic ccdecvetsate 15 
Paid for switching ............+++.. 184 
DE sun pues badbeeess anor 60 
MD, cna cheerteaecchsvencacgeact 33 
$442 
Net operating revenues................ $68 


[2] The indicated net operating rev- 
enues of $68 is not excessive and the 
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proposed rate of $2.50 per station per 
month for rural multiparty service will 
be authorized. The applicant has es- 
tablished that it has required all of its 
subscribers to pay for the lateral cir- 
cuit from its main line. While this 
arrangement is not followed by larger 
companies, it is reasonable where the 
company is small and capital is difficult 
to raise. 

The Commission finds: 

1. That the present exchange rates 
of the Eau Claire Valley Telephone 
Company are unreasonable. 

2. That the exchange rates herein 
ordered are reasonable, just, and law- 
ful. 

ORDER 


It is therefore ordered: 
That the Eau Claire Valley Tele- 


phone Company be and hereby is au- 
thorized and directed to make the fol- 
lowing rates effective with the first 
billings subsequent to the date of this 
order : 


Monthly Rates 
Gross Net 


Rural multiparty $2.50 


Billing Rule 
Subscribers are billed on or about the Ist 
day of each month at the gross rate. The 
net rate applies to all bills paid on or before 
the 20th of the month. The gross rate ap- 
lies to bills paid after the 20th of the month. 
hen the bill is not paid by the 25th of the 
month, the service becomes subject to discon- 
nection after five days’ written notice. 


Extension Rule 

The company will construct the telephone 
line along the main highway. A prospective 
subscriber is required to furnish any lateral 
lines in excess of 500 feet necessary to reach 
his premises. Where more than one subscriber 
is to be served from a lateral line, the com- 
pany will contribute 500 feet per subscriber. - 





MAINE PUBLIC UTILITIES COMMISSION 


Re Emergency Rate Increase for Electric 
Service in Aroostook County 


General Order 1-U 
January 15, 1948 


pice egy of emergency electric rate increase; emergency 
surcharge discontinued. 


Valuation, § 48 — Rate base determination — Adjustments to earlier determination. 
1. Figures produced to support a rate base are meaningless when, starting 
with an earlier determination based on reproduction cost less depreciation, 
yearly book retirements and adjustments based on original book cost are 
made over a period of years, p. 175. 

Rates, § 634 — Emergency increase — Burden of proof. 

2. The burden of demonstrating the need for continuing an emergency, rate 
increase is on the utility, p. 176. 

Return, § 87 — Electric utility. 

3. A 48 per cent rate of return was not considered excessive for an electric 
utility, p. 176. 
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Rates, § 630 — Emergency increase — Need for supporting evidence. 
4. Continuance of an emergency rate increase was denied an electric utility 
where the evidence offered in its support was indefinite as to the effect of 
increased costs on company revenue for the coming year and where the 
company did not adequately explain why increased expenses at several of 
its plants were entirely allocated to the coming year instead of being divided 
over the year gone by and the year to come, p. 176. 


APPEARANCES: Herbert E. Locke, 
and Joseph B. Campbell, of Locke, 
Campbell, Reid & Hebert, Augusta, 
Scott Brown, Houlton, for Maine Po- 
tato Growers & Shippers Committee, 
Inc., Maine Institute of Starch Man- 
ufacturers, and Chambers of Com- 
merce of various Aroostook county 
towns; James Madigan, Houlton, for 
Houlton Water Company; Leon V. 
Walker, Portland, for Maine Public 
Service Company. 


By the Commission: In October, 
1947, Maine Public Service Company, 
a public utility serving northern Maine 
with electricity, found itself in difficul- 
ty due to drought conditions. The 
failure of its own water resources, the 
inability of Bangor Hydro-Electric 
Company to furnish energy to Maine 
Public Service Company by reason of 
water shortage, brought about a situa- 
tion calling for drastic curtailment in 
the use of energy by Maine Public 
Service Company customers. 


Street lighting was eliminated — 
store lighting cut in half—power was 
on two hours and off two hours during 
the day—loads in excess of 5 horse- 
power were operated during 8 P. m. to 
8 a.m. and conditions rapidly ap- 
proached chaotic. 

This Commission enlisted the aid of 
Governor Hildreth and, as a result, 
two Navy ships were tied up at South 
Portland to generate power for Aroos- 
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took county, 2—1,000 kilowatt genera- 
tors were procured—one installed at 
Washburn, the other at Fort Fair- 
field. 

The Maine Public Service Company 
had on order and eventually received a 
1,000-kilowatt generator placed in 
Caribou and gradually the shortage of 
electricity was partially relieved. 

Maine Public Service Company 
spared no expense in trying to elim- 
inate the difficulty and asked the Com- 
mission for relief by the placing of a 1 
cent per kilowatt-hour surcharge. This 
the Commission granted on a tempo- 
rary basis on November 21, 1947. 
Since this Commission made the ar- 
rangements for this emergency aid it 
was familiar with the costs involved 
and from estimates of the effect on the 
company, felt that the temporary emer- 
gency charge was proper. Very sub- 
stantial deposits were properly re- 
quired by the Navy and temporary 
generating plants required consid- 
erable funds. The result was a cost of 
energy far above normal rates and cur- 
tailed use was expected to heavily re- 
duce revenue giving every indication 
of serious losses by the company. 

Protests against the increase were 
received and hearing was ordered at 
Presque Isle, December 4, 1947. At 
the request of protestants hearing was 
postponed until December 30, 1947, in 
order for them to properly prepare 
their case. A subsequent delay to Jan- 
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uary 8, 1948, was granted at the re- 
quest of the company and on that date 
hearing was held, with the appearances 
noted as above. 

The burden is on the Maine Public 
Service Company to demonstrate the 
need of the requested surcharge. To 
accomplish this the company intro- 
duced, beside several witnesses, four 
exhibits. 

Company’s Exhibit I shows the esti- 
mated effect of the l-cent surcharge 
for November and December, 1947, 
and January, February, and March, 
1948. It also shows related expenses 
occasioned by the emergency. The 
year 1947 the emergency costs were 
computed as $74,376; the revenue due 
to surcharge at $40,943. 

Company’s Exhibit II is a computa- 
tion to find the excess cost of electricity 
from ship and emergency units over 
normal water-power conditions. The 
company assumed a normal water con- 
dition cost of .6744 cents per kilowatt 
hour. No evidence was offered to ex- 
plain this figure. 

Company’s Exhibit III indicates 
that for the year 1947 (eleven months 
actual and December estimated) the 
utility operating income, exclusive of 
surcharges, was $91,959, with a total 
net income of $186,031. The gross 
income (1947 minus surcharge) was 
$260,581, which figure adjusted to the 
Northern Division was $240,042. 

[1] According to Company’s Ex- 
hibit IV with the surcharge the com- 
pany earned in 1947, 4.01 per cent on 
a rate base of plant minus depreciation 
plus working capital and materials and 
supplies. On this basis the return is 
lower than reasonable and with the ex- 
ception of protestant’s Exhibit 1, this 
was all the evidence introduced show- 


ing return. The figures produced for 
1947 in protestant’s Exhibit 1 are 
meaningless in the solution of a rate 
base. Starting with a valuation de- 
cree in 1931, based on reproduction 
cost less depreciation, protestant’s wit- 
ness made yearly book adjustments for 
sixteen years. The retirements and 
adjustments in property for this period 
are based on the original book cost and 
have no relation to the 1931 valuation 
figure. Such a compilation of figures 
cannot be accepted as of probative 
value. 

We are also unable to reconcile the 
company’s figure of cost of this emer- 
gency aid during November and De- 
cember. Since this Commission made 
the arrangements, we received infor- 
mation as to the various charges and 
we were advised of over $130,000 of 
emergency costs during these two 
months, while the company has set up 
only $74,000 for the same period. The 
$130,000 did not include all expenses. 

For the year 1948, Company’s Ex- 
hibit I shows the anticipated revenue 
produced by the surcharge during Jan- 
uary, February, and March to total 
$127,850. The estimated expenses oc- 
casioned by the emergency total for 
the same months is indicated at $255,- 
350. Whether all these estimated ex- 
penses should be included in the emer- 
gency charges is doubtful. There are 
some which are at least questionable 
and concerning which more informa- 
tion would be required. 

The evidence produced by the com- 
pany leaves the Commission entirely in 
the dark as to the effect of this excess 
emergency cost over company revenue 
for the entire year 1948. 

The company has made no effort by 
testimony or exhibit to indicate wheth- 
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er this three months’ loss will be made 
up during the other nine months, 
whether the company will be in the red 
or make a profit and, if so, how much. 
The president of the company testi- 
fied, that the largest daily output of 
kilowatt hours in the history of the 
company occurred in January, 1948. 
Also it is to be noted that no expense 
has been allocated for the Washburn 
plant during November and December 
of 1947, although much if not all work 
was completed before January 1, 1948. 
The same is true, with minor varia- 
tions, as to the Fort Fairfield plant. 
On the other hand, item of $10,000 
for each plant (W. & F. F.) or $20,- 
000 per month are carried as estimated 
expense—‘“temporary emergency fa- 
cilities” for January, February, and 
March, 1948. No explanation was of- 
fered as to why all the expense of 
these two plants was allocated to 1948 
and none to 1947, in which latter year 
most of the expense was incurred in 
setting up the units and housing them 
and getting them on the lines. 

[2] The burden of proof to justify 
the proposed increase is on the com- 
pany. (Section 69 Chap 40 Rev Stats 
1944.) With the expenses made up 
as per Company’s Exhibit I and no 
evidence to show the effect on 1948 
earnings, the Commission cannot draw 
a conclusion to warrant a continuance 
of the surcharge. 

[3,4] It is true that there will be 
some extraordinary expenses in 1948. 
As previously noted, a very substantial 
part of these expenses the Commission 


had already considered in 1947. With 
the load increasing as it has the com- 
pany is bound, when water condj- 
tions improve, to sell more of its 
cheaper hydro power. This will help 
absorb some of these present high 
costs. 

From the evidence presented to it, 
the Commission is satisfied that even 
with the application of the 1-cent sur- 
charge in December, the company will 
not have earned more than a fair re- 
turn in 1947. Even the protestants 
make no claim to the contrary, their 
Exhibit I indicating a rate of return of 
4.8 per cent for that year. 

We conclude, however, that the evi- 
dence does not support the company’s 
contention that the surcharge should 
be applied in 1948. 

Therefore, it is ordered, adjudged, 
and decreed, that the temporary period 
established by General Order No. I-U 
issued by this Commission November 
20, 1947, for the application of a sur- 
charge of one cent per kilowatt-hour to 
all bills for electric service to custom- 
ers served by the Maine Public Service 
Company Aroostook County and to 
customers of the Farmers Electric 
Company, Fort Fairfield Light and 
Power Company, Houlton Water 
Company, Limestone Electric Com- 
pany, Mars Hill Electric Company, 
Monticello Electric Company, Van 
Buren Light and Power District, and 
Washburn Electric Company shall be 
limited to one month’s billing and said 
charge shall not apply to any second 
or subsequent billings. 
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Industrial Progress 


j A digest of information on new construction by pri- 
vately managed utilities; similar information relatin, 


to government owned utilities; news concerning prod- 
ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Minnesota Pwr. & Lt. Plans 
Large Expansion Program 


ogee Power & Licht Company plans 
to spend approximately $11,600,000 for 
construction in 1948 and 1949 

The 1948 construction program will involve 
expenditures of about $6,000,000. This phase 
of the program calls for the installation of an 
additional 33,000-kilowatt steam-electric gen- 
erating unit and accessory equipment at the 
Duluth steam-electric station; installation of 
an additional 12,000-kilowatt hydro-electric 
generating unit and associated equipment at 
the Thomson hydro-electric station and addi- 
tions to transmission lines and substations. 
Construction of a steam-electric generating 
station of 33,000 kilowatts capacity to be lo- 
cated on the Mesabi range is planned to begin 
in 1949, 


Power Company Tug Boats Use 
Two-Way Radio 


ie CONSOLIDATED GaAs ELectric LIGHT 


AND Power Company of Baltimore, 
Maryland, has recently gone on the air with 
a 50-watt Motorola 160 megacycle central sta- 
tion to maintain contact with their two tug 
boats and a cable patrol. boat equipped with 
mobile radiotelephones—operating in Balti- 
more Harbor on Chesapeake Bay. 

Traversing distances from 10 to 25 miles in 
any one direction within the harbor, the tugs 
haul barges from loading docks to the com- 
pany’s four electrical generating plants and a 
gas plant, Coal is hauled from railroad piers 
to electrical generating plants, and coke from 
steel mills on Sparrows Point is carried to the 
gas plant. 


United Gas Plans Largest 
Program in History 


U NITED GAS CorRPORATION plans one of the 
greatest construction and development 
programs in its long history for 1948, according 
to N. C. McGowen, president. 

More than $26,000,000 is planned to be spent 
by the corporation and its subsidiaries during 
the year on extensions of service and develop- 
ment. Mr. McGowen said the companies have 
spent more than $200,000,000 on similar proj- 
ects since 1930. 


Bulletin on Dust Collectors 


Tt installations of unit type Dustkop 
dust collectors are illustrated and de- 


scribed in a four-page bulletin No. 510 titled 
“Put a Permanent Stop to Dusts” issued by 
Aget-Detroit Company, Ann Arbor, Michigan. 

Dust collectors for stopping dusts and lint 
from grinding, polishing and buffing opera- 
tions as well as vapor collectors to trap the 
mist and vapor from thread grinders and cen- 
terless grinders are included in the bulletin, 
together with prices of the units. 


Finish Developed for 
Electrical Wire 


A NEw slippery finish for electrical wire has 
been developed by United States Rubber 
Company to make the wire pull more easily 
through sharp bends in conduit. 

The super-slippery surface is produced by a 
new wax coating on the insulation which is 
said to make the wire slide with one-half or 
one-third the amount of pulling formerly re- 
quired. 

The wax is used on United States Rubber’s 








This Sherman Lug 
Is Made to Handle 


HEAVY 


Specify 
Sherman 
* an 


© Ground 
Clamps 


® Solderiess 
Lugs 


Here is a heavy duty wrought cop- 
per lug with the weight 
and construction to do the hard 
jobs—handle big loads. Precision 
made, free from defects, with 
FLAT contact surfaces. For trans- 
formers, circult breakers and other 
heavy duty electrical equipment. 


Sherman iicovy duty gs 


H. B. SHERMAN MFG. CO., Battle Creek, Michigan 


© Fixture 
Connectors 
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YES, the PENN-UNION Connector 





LARGER SURFACES 
for the WRENCHES—a good - sized 
HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have 
to make a splice in close quarters, 
or any unhandy location. 


BETTER DESIGN is a feature of the 
entire Penn-Union line, which in- 
cludes Tees and Taps, Straight 
Connectors, Terminals, Grounding 
Clamps, and many more fittings . . . 
every one thoroughly dependable, 
mechanically and electrically. Pre- 
ferred by leading users, who have 
found that “Penn-Union” on a fitting 
is their best guarantee of unfailing 
service. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 


COnDUCTOR ee ee ee 
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Laytex wire, widely employed in homes anj 
commercial buildings. It is expected to speed 
up the installation of electrical equipment, par. 
ticularly in locations difficult .of access anj 
where sharp-angle conduit is employed in the 
electrical system. 


Public Service Co. of Oklahoma 
Plans 3-Year Program 


pr Service CoMPANY OF OKLAHOMA 

will spend $16,941,000 for additions, exten. 
sions, and improvements to its electric proper. 
ties during the next three-year period. Of this 
sum about $4,745,000 will be expended for the 
purpose of increasing capacity of generating 
stations, approximately $5,333,000 to build and 
improve transmission lines, and about $6,863- 
000 for construction and improvement of dis- 
tribution systems, 


Water Heater Promotion | 
Campaign 


A NEw 7-point electric water heater promo- 
tion campaign has been launched by Hot- 
point, Inc. The program entitled “Get Hot on 
Hotpoint Water Heaters,” is being timed “to 
break just prior to the peak water heater selling 
season, and is designed to help dealers step up 
sales and profits,” according to Edward R. 
Taylor, manager of merchandising. 

The campaign, to be followed by similar 
emphasis on other individual products, key- 
notes long-range marketing policy. 


West Penn Plans 3-Year 
Construction Program 


Aan to the annual report, the West 
Penn Electric Company is engaged ina 
3-year construction program involving ex- 
penditure of about $96,600,000 for the years 
1947, 1948, and 1949. The report is the first 
since West Penn became a publicly owned 
company last January. 

In connection with the expansion program, 
it was reported that construction expenditures 
last year amounted to approximately $28,600- 
000. It is estimated that outlays this year will 
total $39,700,000 and 1949 construction outlays 
are estimated at $96,900,000. 


Contract for 51 By-product Coke 
Ovens 


ontract for the erection of a battery of 

51 by-product underjet coke ovens at 

Peoples Gas Light & Coke Company’s Craw- 

ford avenue plant in Chicago was awarded to 
Koppers Company, Inc. 

The additional ovens, to be built at a cost 
in excess of $3,500,000 will increase the present 
carbonizing capacity by approximately 40 per 
cent. 

Joseph Becker, vice president of Koppers 
and general manager of its engineering 
construction division, said that the ovens to be 
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Rust 


Add to Your Profits by Saving on Maintenance!” 


The annual bill to industry for loss by rust is $6,000,000,000. 
You contribute a share to this waste if you fail to protect all 
rustable metal’in your buildings, power lines, structures, etc. 
Rust-Oleum Rust Preventives will help you to achieve greater 
net profits by a sharp reduction in the cost of maintenance of 
exterior and interior metal surfaces which rust. 


You profit by using Rust-Oleum. It saves labor four ways— 
1. Less preparation is required. 2. Can be applied 25% faster. 
3. Covers 40% more area per gallon. 4. Depending on condi- 
tions under which it is used, Rust-Oleum outlasts ordinary 
materials two to ten times. 


All these savings contribute to increased profits. Rust-Oleum 
adds extra years of life to buildings and equipment. 


Distributors in Principal Cities 


This catalog gives facts on how 
to stop rust. We'll gladly send 
& copy to all utility officials. 
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* built are unique in that they will be con- 
structed so that natural gas, producer gas, pro- 
pane gas, butane gas, or coke oven gas can be 
used to heat them. 


G-E Announces New 
Water Heater 


BUILT-IN electric wall heater for use in 

bathrooms and other rooms where addi- 
tional instantaneous heat is desired has been an- 
nounced by D. C. Spooner, Jr., manager of the 
General Electric Company’s automatic blanket 
and sunlamp division. 

Scheduled for shipment to distributors across 
the country in the next few weeks, the new 
heater will carry a recommended national retail 
price of $15.50, including tax. 

Operating on the radiant-convection principle, 
the built-in heater is rated at 1,320 watts, 115 
volts alternating and direct current. It delivers 
4,507 stu per ho®r. 

According to Mr. Spooner, the new heater 
may be quickly and easily installed in either 
old or new homes. 


Babcock & Wilcox Company 
Issues Bulletin 


OAL-PULVERIZING and burning equipment for 
industrial furnaces and for steam genera- 
tion is discussed in a bulletin issued by the 


Babcock & Wilcox Company. The development 
and application of such equipment is described 
and the text is illustrated with diagrams and 
photographs. 

Adapted from a report to the Federal Power 
Commission by D. V. Sherban of the Babcock 
& Wilcox Company, the bulletin analyzes the 
successful application of pulverized-coal firing 
in various types of industry, It states that “coal 
in pulverized form, when supplied by a properly 
applied system can be burned as efficiently as 
oil and gas, and in many instances its heating 
characteristics produce results surpassing those 
of other fuels.” 


Gulf Oil Corporation 
Announces New Oil 


A NEW flushing oil, specifically engineered 
for cleaning the oil circulating systems of 
steam turbines, has been announced by Gulf 
Oil Corporation. 

Named “Gulf Turbine Flushing Oil” the new 
product is effective for both new turbines and 
older units. It removes abrasive contaminants, 
grease type slushing compounds, sludges, and 
organic acids. It contains an effective rust in- 
hibitor for protecting clean metal surfaces. 

Itself a light viscosity lubricant carrying 
additives—and not a nonlubricating solvent— 
Gulf Turbine Flushing Oil does not affect the 
lubricating efficiency of turbine oils. 
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WHY “BABY” BATTERIES? 
RAYTHEON RECTICHARGERS 


Keep Batteries Fully Charged, Reduce 
Maintenance to Infrequent Inspection 


Batteries behave better, live longer 
when Raytheon RECTICHARGERS 
take over. Fully automatic charging 
(no moving or expendable parts — no 


adjustments) keeps 


battery potential con- 

stant, increases battery 

life, insures unfailing power. 
Ideal for sub-station, stand-by 


and remote battery 


installations. 


Write for Complete Information 
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INTERNATIONAL TRUCKS 
For Every Utility Job 





There are 16 basicmod- 
els in International’s 
KB Line of Trucks. 
These 16 basic models 





The International Model KB-1 with pickup body 
is available in two wheelbases, 113 and 125 
inches. It is powered by the famous 6-cylinder 
Green Diamond engine with aluminum pistons, 
which develops 82.4 brake horsepower at 3, 
r.p.m. The three-speed sliding gear selective- 
type transmission has the gearshift on the steer- 
ing post. Loading space of pickup bodies, 
mounted on 113-inch chassis, is V4 inches; 
125-inch chassis, 891% inches. 


KB Internationals 
display brilliant styling 
that sets new standards 
for the truck industry. 





specialize into more than 





Throughout the 16 





1,000 different trans- 

port units. That means that there is a specialized 
International Truck for every utility job, from 
the smallest to the largest. 

And how Internationals do their jobs! With 
what economy, long, trouble-free service and 
ease of operation! They’re the finest values in 
41 years of International Truck history, and 
International Truck values are so outstanding 
that for the last 16 years more new heavy- 
duty Internationals have been bought by Amer- 
ican commerce and industry than any other 
make, 


basic models numerous 
features and improvements have been incor- 
porated, all contributing to even greater truck 
performance. 
See your International branch or dealer now 
about KB Internationals, and learn how these 
brilliant new trucks can serve you. 


Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY 
180 N. Michigan Ave. Chicago 1, Illinois 
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NOW AVAILABLE! | 
LIMITED EDITION! PROCEEDINGS 
| 1947 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 





Review of Current Telephone Rate Cases — An Analysis of the Capital Structure 
of Electric Utilities — Carload Traffic Studies — Progress in Regulation of Public 
Utilities — Corporate Finance — Warehouse Regulation — Motor Carrier Revenue 
and Rates — Rates of Public Utilities — Telephone Studies — Legislation 


These and others $3.50 


COMMITTEE REPORTS AND ADDRESSES SEPARATELY PRINTED AND OTHER 
PUBLICATIONS OF THE NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Telephone Separation Manual: 
This manual is the result of studies of the NARUC and FCC Joint Committee and develops 
a system of procedures providing for allocating telephone operating expenses and invest- 
ment among exchange, state toll, and interstate toll service on both the board-to-board and 
station-to-station bases of rate making. (This manual is not included in the volume of 


PON TI IO BO oa 5. ko ie. os Sawin seh. c 6d ccanic bccetv'enckecedecanen $2.00 
Rates of Public Utilities (1947 Committee Report) ...............ccccceeeeees .75 
Depreciation: 

(1946) Methods of Pricing Retirements from Group Property Accounts .................- $1.25 

1944 Report of the Committee on Depreciation (Supplement to 1943 Report) ............ 1.25 

1943 Report of the Committee on Depreciation (277 pages) ..............--...e-eceeeee 3.50 
Interpretations of Uniform System of Accounts for Electric Utilities ............. 1.50 
interpretations of Uniform System of Accounts for Gas Utilities ................ 1.50 
interpretations of Uniform System of Accounts for Water Utilities .............. 1.50 


(Where remittance accompanies order we pay forwarding charges) 





NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


‘ 7413 NEW POST OFFICE BLDG. WASHINGTON 285, D. C. 
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Presteline 


AUTOMATIC ELECTRIC 


water heaters 










Customer satisfaction stays UP ..... 
customer complaints stay DOWN . 

when Presteline Automatic electric 
water heaters go on your power lines. 


Here’s why: there’s a Presteline design- 
ed and sized to fit practically every 
specific need. From 10 to 15 gallon, 110 — 
volt models for doctors’ and dentists’ 
offices and trailers—to 100 gallon mod- 
els for homes. And all 9 models feature 
Presteline’s famous “Scots Guardsman” 
that keeps cold water at bottom of tank, 
boosts life of heating elements and 
thermostats. Plus corrosion-retarding 
ProtectOrod* .. Chromalox immersion- 
type heating units ... zinc-lined tank ... 
Fiberglas insulation . . . and-high-speed 
recovery. 

Write for detailed specifications. 


hee APPLIANCES | 


*T. M. Reg. U. S. Pat. Off Applied For 


80 gol. round 














24x 24x 36 


Products of Pressed Steel Car Company, Inc. 
Since 1899 Makers of Fine Steel Products 
Domestic Appliance Division 

666 Lake Shore Drive, Chicago I, Illinois 
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These three units supply 75 kilovars. 
It would take five 15-kvar units to 
equal them—with 10 bushings and 
connections, two brackets, 30% more _ 


exposed surface. 


why use 5 capacitors \S 


when 3 will do? 


25-kvar capacitors permit installation of as much as 225 
kvar on a single pair of crossarms—compared to 180 for 15- 
kvar units. 

25-kvar capacitors mean lower installation costs. Three 
units do the job of five 15-kvar units—with correspondingly 
fewer brackets, bushings, connections. 

25-kvar capacitors have glass bushings, hermetically sealed 
to the resistance-welded drawn-steel cases, Pyranol*, and 
other G-E features that mean maximum dependability. 
25-kvar capacitors are stock items available for immediate 
shipment. A General Electric specialist can give you full in- 
formation. a Dept., General Electric Company, 
Schenectady 5, N. Y. *Reg. U.S. Pat. Off. 


—— GENERAL @ ELECTRIC 






_—_ 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





Mu 


“Pittshurghs 


tore Modernization Caravan 


exemplifying the new trend in store design and modern lighting techniques 


A NOVEL exhibition-on-wheels, the Pitts- 
burgh Store Modernization Caravan is of 
interest to everyone having anything to do with 
retailing. Employing two truck-driven 26-foot 
trailers, it is a practical as well as an exciting 
show. 

Here is a twelve-unit exhibit (each trailer 
holds six models) which demonstrates through 
“true-to-life” scale models, the latest advances 
in store front and interior designs, and in mod- 
ern lighting techniques. Designed by a na- 


tionally-known authority, the lamps and fix- 
tures are accurately proportioned to duplicate 
in miniature the actual conditions met in store 
illumination. This Pittsburgh Store Moderni- 
zation Caravan shows how present structures, 
as well as new buildings, can become even more 
effective through proper lighting and proper 
design. 

Make sure that you visit the Pittsburgh Store 
Modernization Caravan when it reaches your 
city. Watch for its coming. 


TWELVE SCALE-MODELS 
of distinctive store de- 
signs, like the one illus- 
trated here, comprise the 
Pittsburgh Caravan. Each 
model is complete in 
every detail and simulates 
actual store conditions. 
Store exteriors, windows, 
interior arrangements, 
and lighting are accurately 
reproduced. 





“PITTSBURGH 


STORE FRONTS AND INTERIORS 


jp PAINTS * GLASS * CHEMICALS * BRUSHES * PLASTICS 


Piv1S$8602 G PLATE GLASS © ONMPAHN Y 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 
containing authentic decisions 
of commissions and. courts , 





e} “4 dealing with the problems of 

Annval Subscription utility regulation. Five vol- 

Price umes a yeor—$7.50 each. 
$43.50 Annual Index—$6. 


P. UV. R. 
PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics. 
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PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, ancly- 
ses and explanations of day- 
to-day developments. 
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Twenty-Six : eh : 


Issues @ Year 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 
tive encyclopedia of Public Service 
$162.50 law and Regulation. A life-time 
With Current Digest.: kept up-to-date by annual 
Pocket Parts svpplements. 











P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the No- 
tion's Capital,. highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 





$12.50 
Quarterly 











SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 
twice each month. 





$25 Qvorterly 





FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 





FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gas Act. Is- 
sved once each month. 








VOL. 1 (SEC) 


A complete of the 
Public Utility Holding Company 





and regulations, full index and 
periodical upkeep supplements. 


8 


Price: $12 





FEDERAL UTILITY REGULATION ANNOTATED 


Act, with the Commission's rules - 





VOL. 2 (FPC) 


A comp of the \ 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





Price: $15.50 








_ P.ULR. 
Question Sheets 
Twenty-Six Issues Annually $10 


a 
ee 





Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
utility regulation. . 
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Send for our catalogue describing these and other publications 


- PUBLIC UTILITIES REPORTS, inc. 


PUBLISHERS 


MUNSEY BUILDING 


—————— 
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WASHINGTON 4, D. C. - 
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4 CLEVELANDS 


TO DELIVER 
TOP TRENCHING 
PERFORMANCE 


NO MATTER WHAT OR WHERE THE JOB... 


@ Thousands of yards of trench dug in all sorts of soil and over all types of 
terrain, for Oil, Gas, Water and Sewer lines and for Drainage, Conduit, and Building 
Foundations, have proved to owners that they can absolutely depend on their 
CLEVELANDS to deliver MOST TRENCH in MOST PLACES at LEAST COST. 


CLEVELANDS have earned and maintained this enviable reputation over a period 
of more than 25 years of service because of a combination of characteristics essen- 
tial to efficient, economical operation. 


Some of the more important of these CLEVELAND characteristics are: Correct Full- 
Crawler Wheel-Type Design — Strength — Stamina — Speed — Ease of Handling — 
Ample Power—Low Fuel and Maintenance Costs and Quick, Easy Field Repairs. 
See your nearest CLEVELAND Distributor for complete details. 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 


TRACE MaRK 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to- 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, ins estigations, 
financing, design, and construction. 

















Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN. INC. 


ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Ceertification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








Jord, Bacon & Davis 


a aD VALUATIONS Engineers CONSTRUCTION 
REPORTS RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO e LOS ANGELES 











. GILBERT ASSOCIATES, inc. 


SPECIALISTS 


Sheu dar POWER ENGINEERING SINCE 1906 p.nssing and Expediting. 


Steam, Electric, Gas, Hydro, 
pa aad Bae a er Serving Utilities and Industrials mana eeeae Sener 
perating Betterments, ’ 
Reading e Philadelphia Original Cost Accounting, 


Inspections and Surveys, 


Feed Water Treatment. Washington «¢ New York Accident Prevention. 
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FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 


Reports Designs Management 


NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 





Toe hu lj ian 


ENGINEERS ia CONSTRUCTORS 


1518 Walnut Street, © Philadelphia 2, Pa 


New York 6 : Wathington 5 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 














N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 





(Professional Directory Continued on Next Page) 
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Pioneer Service SEngincoring Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING a) INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








m Complete Services for GAS and ELECTRIC Utilities 
bearer niertie, © Govsreucnan Desitchard | 


Addition r stallations 


itable operation INEERS «© CONSTRUCTORS «© MANUF 





ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 








E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and The Technical Valuation Society, Inc. 
1309 Liberty Bonk Building Dallas 1, Texes 











The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Re ports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











Mention the FortnicHt.y—It identifies your inquiry 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 
Water, Sewage and industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 
1528 WALNUT STREET PHILADELPHIA 2 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cicaco 














BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Structures — Urtiities 
FLoop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 


Contractors 


TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SoutH DEARBORN Sr. Cxicaco 











W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














FRANcIs S. HABERLY 
CONSULTING ENGINEER 
Valuation — Depreciation — Service Life 
Studies — Comstruction Cost Indexes — 
Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


MANFRED K. TOEPPEN 
ENGINEER 


CoNSULTATION—INVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 


ATTERS 
639 South Spring Street, Los Angeles 14, Calif. 
261 Broadway, New York 7, N. Y. 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES, inc. 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ¢ REPORTS 
DESIGN ¢ SUPERVISION 
New Haven, Connecticut 














JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


sane: Neameend: 3 
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Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 





Mention the FortnicHt.y—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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What we really make is Time 


It is faster to 


Hane A WALL 


than. to 


PILE IT UP 


LITTLE blocks. say2°x4°x8".don't pile up very fast. Point is. we integrate the right materials with 
We hang walls up in sizable panels exclusive designs and processes of manufacture, 
round them out with fast engineering for each 


a 22aB 


And that is an easy way to understand why = & , i 
. : individual job, install them with experienced 
Robertson's real product is time. ; 
crews, and deliver the thing that is most vital of 


We make walls that are hung in place. We all vital things today: speed. 


make them complete with insulation when the 


panels are delivered. We engineer them piece by We save days and weeks in finishing a build- 
piece in advance at the factory. We put expert ing for use, because years have been put into the 


development of these unique skills. 


SssRrsee 


crews on the job to place them. 


We make time, now. when time is the essence. Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


* 
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